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On Our Radar

Even switching to the Chained CPI from the CPI-W could be viewed somewhat positively. The reason the
Chained CPl is slower-growing than the CPI-W is that the Chained CPI factors in substitution. In other words,
when the prices of goods and services increase, consumers may choose to substitute those items for cheaper

goods and services. This is a pretty normal consumer reaction to inflation, but the CPI-W doesn't account for it.

Ultimately, the Republican solution to Social Security would give the program some tough but necessary TLC.
Raising the retirement age and using the Chained CPI could reduce benefits for some seniors over the long run,
but it would also encourage working Americans to save more money and be less reliant on Social Security
income during retirement. Remember: The Social Security Administration has suggested that your benefits are
only designed to replace about 40% of your working wages. Leaning on Social Security for any more than that
simply isn't prudent. These reforms could also encourage people to work longer, providing valuable payroll tax

revenue to the program.

The Republican reforms may not be perfect, but they could be exactly what Social Security needs right now.

The $15,834 Social Security bonus most retirees completely overlook

If you're like most Americans, you're a few years (or more) behind on your retirement savings. But a handful of
little-known "Social Security secrets" could help ensure a boost in your retirement income. For example: one
easy trick could pay you as much as $15,834 more... each year! Once you learn how to maximize your Social
Security benefits, we think you could retire confidently with the peace of mind we're all after.Simply click here

to discover how to learn more about these strategies.

Sean Williamshas no material interest in any companies mentioned in this article. You can follow him on CAPS
under the screen nameTMFUltraLong, and check him out on Twitter, where he goes by the
handle@TMFUltralong.

The Motley Fool has no position in any of the stocks mentioned. Try any of our Foolish newsletter servicesfree for
30 days. We Fools may not all hold the same opinions, but we all believe thatconsidering a diverse range of

insightsmakes us better investors. The Motley Fool has adisclosure policy.

The most interesting cars of 2017, you won't believe what #1 looks like!
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v NEWS MARKETS INVESTING TECH MAKEIT VIDEO SHOWS MORE SUBSCRIBE> [PRO" LIVETV WATCHLIST

"That would definitely make the solvency issue better.” Irwin tells On
The Money. "That's easy for people in white collar jobs, executives who
have jobs they can keep doing into their 60's and 70's to say."”

The other side, Irwin explains, is "if you're in @ more working class,
you're working with your hands. If you're a miner, a farmer doing
something that's more physically taxing, it's hard to keep working into
your 65 to 70's," he said.

The last time Social Security was reformed, the retirement age was
raised from 65 to 67 and that was "gradually phased in" over two
decades.

"Most people didn't even notice it. It happened automatically, so it was
a kind of forward- looking policy back in 1983," Irwin said. Still, he
doesn't see something similar happening in the immediate future.

"There's not much evidence there's a ton of momentum towards that
now."

On the Money airs on CNBC Sundays at 7:30 pm, or check listings for
airtimes in local markets.

Trent Gillies
CNBC Producer, "On the Money”

MORE FROM CNBC
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return of Kaleo's Auvi-Q in 2017

A 26-year-old planning to retire at 37 explains
how much money he must save

The rise of the ‘supernest’: Why the ultra-rich
are ditching London’s hotels

How this 26-year-old built up $150,000 in
savings and plans to retire by 37

Check for errors in your Social Security
statements

A 26-year-old set to retire at age 37 shares
the book that shaped his mindset about
money
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A Republican Privatization of Social Security Is a Real

Possibility

Could Trump break his campaign promise on Social Security?

‘Sean Wiliams (TMFUltraLong)
Jan 15,2017 at 11:01AM

IMAGE SOURGE: GETTY IMAGES.

Social Security was among the most important issues heading into the 2016 election. Yet,
interestingly enough, it wasn't paid very much attention during the debates, which is surprising
when you consider that 61% of current retired beneficiaries count on Social Security to provide
atleast half of their monthly income.

The reason Social Security is causing such concem among retirees and working Americans is
an expected budgetary shortfallin the program that's being caused by the retirement of baby
boomers from the workforce and the relatively steady lengthening of life expectancies since
the mid-1960s. According to the Social Security Board of Trustees, the Old-Age, Survivors,
and Disability Insurance Trust is slated to exhaust its more than $2.8 trillon in spare cash by
2034. Should Congress fail to find a way to generate more revenue, cut benefits, or enact
some combination of the two, the Trustees report estimates that a 21% across-the-board
benefit cut would be needed to sustain Social Security through the year 2090. For those
aforementioned reliant seniors, a 21% cut in their benefits is a terrifying reality

During his campaign, President-elect Donald Trump offered one simple solution to the
American public: that he would leave Social Security alone. Trump opined that it was the duty
of congressional leaders to fulfll their promise to retired workers of a steady monthly benefit
check

Instead of directly tackling Social Security's well-known budgetary shortfall, Trump's tactics
involve indirectly fixing its issues. His economic proposals, which include cutting and reforming
individual and corporate income tax codes, repealing and replacing the Affordable Care Act,

3 social_securi

Live free from high fees
with Vanguard.

Find your Vanguard mutual fund

AUTHOR

Sean Wiliams
(TMFUltraLong)

AFool since 2010, and a graduate from UC San Diego with a B.A
in Economics, Sean specializes in the healthcare sector and
investment planning. You'l often find him witing about
Obamacare, marijuana, drug and device development, Social
Securty, taxes, refirement issues and general macroeconomic
topics of nterest

¥ Folow @TMFUIaLony |EREYe
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Can You Cut $4,500 From Your 2017 Tax Bill?

Social Security: Would Trump Veto a Republican
Retirement-Age Hike?

Here's How You Can Make More Money in
Retirement
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individual and Corporate income tax Codes, repealing and replacing the Afiordable Care Act, e
promoting domestic oil and natural gas production, and investing $1 trllion in infrastructure A
over the next decade are believed to increase the rate of U.S. GDP growth. Ultimately, Which Is Better: Lump Sum Payment vs. Defined

Benefit Pension?
boosting GDP could put more income in the pockets of the American worker and increase

payroll tax revenue in the process. Whether t'l work remains to be seen. Counting on Social Securi

Why You Need a Backup Plan

G

TOP TOOLS TOP TOOLS
FOR LESS FOR LESS

INAGE SOURCE: TELEVISIONE STREAMING, FLICKR,

Could Republicans privatize Social Security?
However, what can't be ignored are the clear ties Trump and members of his cabinet have had
to the idea of privatizing Social Securiy, even if those ties are many, many years old

Privatizing Social Security involves setting aside a portion of your Iifetime benefits, or all of
your lifetime benefits, in a special account that you'd be able to control. Right now, Social
Security's more than $2.8 trillon in spare cash is almost entirely invested in special issues
bonds for Trusts. These bonds have yields ranging from 1.375% to north of 5%, albeit the
Federal Reserve's multi-year stretch of record low interest rates has been weighing down the
yields of new bond issuances. In other words, Social Security's spare cash is earing very low
returns. Privatizing Social Security would allow workers the option of investing their benefits
however they see fit, perhaps even generating a greater retun in the process

In 2000, when Trump released his book The America We Deserve, he described his vision of
privatizing Social Security. Here's an excerpt from his book:

The solution to the Great Social Security crisis couldn't be more obvious. Allow every
American to dedicate some portion of their payroll taxes to a personal Social Security
account that they could own and invest in stocks and bonds. Federal guidelines would make
sure that your money is diversified, that it is invested in sound mutual funds or bonds, and
not in emu ranches. The national savings rate would soar and billions of dollars would be
cycled from savings, to productive assets, to retirement money. And unlike the previous
systems, the assets in this retirement account could be left to one's heirs, used to start a
business, or anything else one desires. POWER TOTHE PEDAL

Vice president-elect Mike Pence had a similar vision. When George W. Bush was in the Oval
Office, Pence, in 2005, called for an even larger privatization of Social Security than Bush
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Wait, there's more A
But that's far from the end of it

In November, Trump appointed former Dallas mayor Tom Leppert as his Social Security
advisor. What's interesting about Leppert s that he, 100, once offered a plan to privatize Social
Security and Medicare. As reported by CNN Money, here's what Leppert had to say in 2012
while running for the Senate:

1 will never shy away from any issue, even the so-called 'third-rail of entitiement reform. Talk
to any young person today, and they will tell you Social Security and Medicare won't be there
for their generation. To preserve these vital programs, we first and foremost must not change
anything for those ages 55 and older. These folks rely on their benefits and we've made a
promise to them. But for younger workers, we need to provide Medicare subsidies for the
purchase of certified private plans, raise the retirement age, encourage greater retirement
savings, and launch an initiative of Personal Retirement Accounts to allow every American,
not just the wealthy, to save and invest toward their retirement. Make no mistake—if we don't
act now, these programs will go bankrupt. The simple fact in this debate is that people who
oppose reform are the ones who want to destroy our entitiement system.

Rep. Mick Mulvaney (R-S.C.), Trump's appointee as the
director of the White House Office of Budget and
Management, can be added to the list as well. Mulvaney will
have the critical task of making sure Trump's budget adds
up, and s a staunch fiscal conservative, he's known in the
‘Senate for trimming the fat.

e ——— POWER T0 THE PEDAL
Back in 2011, Mulvaney introduced the BOLT Act
(Balancing Our Obligations for the Long Term Act), which looked to place caps on
congressional spending and balance the budget. One of the numerous actions listed in the
BOLT Act was authorizing the reconciliation of long-term savings in Social Security, potentially

tightening the program's belt

What's more, nonpartisan website InsideGov notes that Mulvaney favors at least a partial
privatization of Social Security.

In other words, the incoming president, vice president, Social Security advisor to the president,
and director of the White House OBM all once suggested that privatizing Social Security was a
good idea. The privatization, or partial privatization, of Social Security has to be considered a
genuine possibility at this point

- N
x8 | w3 social_security.docx
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Privatizing could create headaches, too A
There are certainly no shortage of reasons why privatizing Social Security shouldn't be

explored

As noted above, it would give working Americans an opportunity to net greater returns, such as
by investing in the stock market, which has historically averaged a retur of about 7% annually,
inclusive of dividend reinvestment. Additionally, privatizing Social Security reduces government
oversight and responsibility over workers' earned benefits, and it could actually be good for the
financial system by injecting capital into the stock market.

m

But privatizing Social Security to any degree could still create headaches.

For example, if working Americans don't have a good grasp
of how to invest, they could wind up making poor decisions.

and lose their retirement income. Likewise, lower-income.

workers may be willing to take undue risks with their 2
retirement benefits in order to boost their nest egg. This

could lead to a crippling scenario if they lose a good chunk

of their money s s o

An even more perturbing issue is that privatizing Social Security to any degree doesn't resolve
the Social Security budgetary shortfall. It could reduce some of administrative expenses of
running Social Security, which are already very low, but it does nothing to add revenue into the
program

It's unclear if Trump will hold true to his campaign promise and leave Social Security alone.
Only time will give us that answer. But given who Trump has surrounded himself with, the door POWER 10 THE PEDAL
to a partial privatization of Social Security appears to be open =

The $15,834 Social Security bonus most retirees completely overlook
If you're like most Americans, you're a few years (or more) behind on your refirement savings.
But a handful of lttle-known "Social Security secrets" could help ensure a boost in your
retirement income. For example: one easy trick could pay you as much as $15,834 more.
each yearl Once you learn how to maximize your Social Security benefits, we think you could
retire confidently with the peace of mind we're all after. Simply click here to discover how to
leamn more about these strategies.

Sean Williams has no material interest in any companies mentioned in this artile. You can follow him on

CAPS under the screen name IMFUltraLong, and check him out on Titter, where he goes by the
handle @TMFUltral ong. The Motiey Fool has no position in any of the stocks mentioned. The Motley Fool

has a disclosure policy.

Forget Netflix! We Think These 3 Companies Are Ready to Take
off

Let's face t... cable television s on its way out and the “death of TV” means the $2.2
trillon entertainment industry is ripe for the picking. Right now, there's a golden
opportunity to hijack cable’s profits as Americans continue ditching cable. Because we
think three stocks are poised to surge now that cable TV's days are numbered. And
Youd be surprised... Netfix and Amazon.com aren't even on the listi Click here to learn
more.

931AM




image8.png
(=]
(:)() @ nttp://www.fool.com/retirement/2016/12/26/5-social-security-myths-debunked.aspx -00 ‘e S Social Security Myths - D. x‘ ‘ A AT

File Edit View Favorites Tools Help

- = 1 A
5 Social Security Myths -- Debunked!
Here are five common misconceptions about Social Security that you should know the facts about.
Matihew Frankel (TMFMathGuy)
Dec 26, 2016 at 7:02AM
Social Security is the most widely used retirement and disability insurance program in the Ehe New ork Times
United States. In fact, there are currently 66 million Social Security beneficiaries, and this
number is expected to rise in the coming decades as the baby boomer generation reaches Your road map fora
retirement age. Unfortunately, Social Security isn't as well-understood as it should be. Here are changing world.
five common Social Security myths -- and some facts to set the record straight.
Opinion
Opinion
NYT VR
Opinion
The Daily
Upshot

The Upshot
IMAGE SOURCE: GETTY IMAGES.
1. "Social Security is bankrupt"
This one is simply not true, but it's perpetuated by many misinformed people.
Social Security is actually in decent financial shape for the time being. The trust funds had AUTHOR
more than $2.8 trillion in reserves as of the end of 2015, and they're expected to run a slight
surplus through 2019. In 2015, for example, $23 billion more flowed into the system than was
paid out as benefits.

<

The bad news is what happens after 2019. Annual deficits are expected to begin in 2020 and
increase rapidly, depleting the trillions in reserves. If the current projections are correct, Social Matthew Frankel

Security will run out of money by 2034. (TMFMathGuy) v

w3 social_security.docx
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There are two extremely important facts all Americans should know. Social Security will have
enough money to pay out 100% of its promised benefits for another 17 years. It is not broke,
and there is plenty of time to fix the problem. Second, if the system does run out of money in
2034 as expected, then incoming tax revenue would still cover more than three-fourths of the
promised benefits. This would be the worst-case scenario.

2. "I'll get more money by waiting to claim my benefits"
While it's true that your monthly benefit checks will increase if you delay retirement, it's a myth
that you're likely to get more money altogether by waiting.

In fact, the whole reason early retirees get smaller checks while those who delay benefits get
larger checks is so that the average person gets the exact same amount of money from Social
Security during their lifetime.

I'll spare you the mathematical details, but just to give you an idea, let's say your full retirement
age is 66 and your primary insurance amount (PIA) - i.e., the retirement benefit you're entitied
to at your full retirement age -- is $1,500 per month. Waiting until age 70 to claim benefits
would increase your check to $1,980 per month, but you'd also miss out on four years of
income. Conversely, claiming at 62 would reduce your monthly checks to $1,125, but you'd
have an additional four years of income.

Based on the Social Security Administration's life expectancy tables and projected inflation
rates, the lifetime expected total benefits are within a few hundred dollars of each other,
regardless of when you claim.

3. "l can't work and collect Social Security"

This isn't true, but depending on your age, your benefits can be reduced if you eamn more than
a certain amount. The SSA applies an "earnings test" to workers which groups beneficiaries
into three categories:

« For beneficiaries who will reach full retirement age after 2017, the eamlngs threshold is

g R A AR

in order to help people invest better. Matt specializes in writing
about the best opportunities in bank stocks, REITs, and personal
finance, but loves any investment at the right price. Follow me on
Twiter to keep up with all of the best financial coverage!
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$16,920. For every two dollars in earnings beyond this threshold, one dollar in benefits will A
be withheld.
+ For beneficiaries who will reach full retirement age during 2017, the threshold is $44,880 for P E N N S T A T E

the year, or $3,740 per month. The test is only applied in months before the month full
retirement age is reached, and every three dollars in excess earnings will result in a one-
dollar benefit reduction.

« Finally, beneficiaries who are at or beyond their full retirement age are free to work and earn Online education
as much as they can, without any reduction to their Social Security benefits. f or y ou an d y our
d

It's also important to mention that although benefit checks can be reduced under the eamings employees
test, any reduction will lead to a permanent increase in your future Social Security benefits.
‘You may not fully reclaim your forfeited benefits, as there's no guarantee you'll live long

enough. But the point is that these benefits aren't necessarily lost; you may get them back

eventually. » VIEW DEGREES

4. "Only my last few working years determine my benefit"

In many private- and public-sector jobs that still have pension plans, the amount of the
retirement benefit is typically based on the last few years of earnings. For example, as a part-
time teacher, I'm in my state's retirement system, and my benefit will be calculated as a
percentage of my last three years of earnings, averaged together.

The same concept does not apply to Social Security benefits. Instead, Social Security is
designed to take most of your working life into account. Specifically, every year you earned
money is indexed for inflation (up to each year's taxable maximum), and your top 35 years will

be considered when calculating your average eamings. TE

= World

You're n
network

5. "Social Security benefits are tax-free"
Many people don't have to pay any income tax on their Social Security benefits. However, if
you have significant taxable income in addition to your Social Security benefits, up to 85% of v

social_security.docx
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your benefits could be subject to tax.

wfool.com/retirement/2016/12/;
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To determine if any of your Social Security benefits are taxable, the IRS considers your

“combined income," which is your adjusted gross income (AGI) plus any nontaxable interest P E N N S T A T E
income and half of your Social Security benefits. Depending on your combined income and tax T R RS NG
filing status, you can fall into one of three categories:

« None of your Social Security benefits are taxable.

« Up to 50% of your Social Security benefits are taxable. Onhne Educatlon
- Up to 85% of your Social Security benefits are taxable. for you and your
No matter how much you make, no more than 85% of your benefits will be taxable. For the employees

2016 tax year, the thresholds are:

Combined Income

ingle filing Combined Income (married

Taxable Benefits Category » VIEW DEGREES
status) Jointly)

Benefits are not taxable Less than $25,000 Less than $32,000

Up to 50% of benefits Between $25,000 and Between $32,000 and

taxable $34,000 $44,000

Up to 85% of benefits More than $34,000 More than $44,000

taxable

'SOURCE: SOCIAL SECURITY ADMINISTRATION. (NOTE: IF YOU ARE MARRIED AND FILE A SEPARATE TAX RETURN, YOULL
PROBABLY PAY TAXES ON YOUR BENEFITS, REGARDLESS OF YOUR COMBINED INCOME )

The bottom line is that you're probably going to collect a Social Security benefit at some point
in your life. The more you know about how Social Security works, the better you'll be able to
plan for your own retirement and make informed decisions about your benefits when the time
comes.

The $15,834 Social Security bonus you could be missing

If you're like most Americans, you're a few years (or more) behind on your retirement savings.

But a handful of little-known "Social Security secrets" could help ensure a boost in your
retirement income. For example: one easy trick could pay you as much as $15,834 more...

each year! Once you learn how to maximize your Social Security benefits, we think you could
retire confidently with the peace of mind we're all after. Simply click here to discover how to

learn more about these strategies.

Try any of our Foolish newsletter services free for 30 days. We Fools may not all hold the same opinions, but

we all believe that considering a diverse range of insights makes us better investors. The Motley Fool has a
disclosure policy.
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Don't miss a story. Like us on Facebook. 1l Like 312K

One of your columns using death-risk adjustments hit close to something I have

been considering as my wife and I get closer to Social Security age. The AN CENTER
hcsenls

common wisdom seems fo be to wait as long as you can to start taking Social

BACKTO SCHOOL

Security retirement benefits. That chestnut always seemed a little suspect to Vo ARG
5 Performances:
me. Oct. 27th - 30th
T have attached a spreadsheet that uses the Social Security life table you may r BUY TICKETS
Db 4o )

have used for your column. For males and females similar in income and
education to my wife and me, taking Social Security early seems to be a valid

option for much of the "active" part of retirement.

The higher the interest rate used in the analysis, the more biased the results
were toward early claiming. For the male in this analysis, claiming Social

Security at 70 was never the optimal strategy. What are your thoughts on this?

/& NYSEARCASPXL: 92...
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Also, can you point me to a good summary of the Social Security claiming A

strategies available to couples after the 2015 budget reconciliation act?

S.L., Austin

People with engineering and finance backgrounds often build spreadsheets to try to
figure out when they should take Social Security benefits. Some assume that they
will take the benefits and invest them, building a larger nest egg for the future.

The big mistake most spreadsheet builders make is to assume a high return while
forgetting about risk. Basically, they are comparing apples to oranges. The Social
Security deferral deal is a risk-free investment. So you can't compare it to a made-up

— and uncertain — stock market return of, say, 10 percent.

Others believe that deferring benefits won't work because they won't live long
enough to recoup the forgone income. What they're missing is that taking benefits
may increase your tax bill, leaving less to invest or spend. It's easy to assume
deferral won't work if you assume you'll die young, but most people will be

assuming wrong.

I'm amazed at the number of people in their 60s who are eager to assume they will

die in their early 70s. In fact, the average life span is much longer.

How do I know? The most recent National Vital Statistics Report, for instance, has v

NYSEARCA:SPXL: 9;
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male life expectancy of 20 years at age 62. The female life expectancy at that age is A
22.8 years.

Dallas Executive Airport

WingsOverDallas.org

BUSINESS A

Scott Burns: Two reasons why drawing Social Secul
v

But if you can build a basic spreadsheet, you're likely to be more educated than most
people. Your income would probably be higher than most, too. That means you are
likely to live longer than most. This makes deferral an even better "bet" — and more

valuable.

Another factor is that a simple deferral for one year brings an increase in benefits of

8 percent (a bit less before age 66). Take the same amount of money from your

investments and buy a life annuity from an insurance company. and you wo: t
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an 8 percent payout. And the lower payout won't be indexed for inflation, either. A

Now consider another factor. Social Security deferral works best when interest rates

are low.

The most secure benefit deferral bet is for a married male with a younger spouse
who has earned less. When he defers benefits, he gets a higher benefit until he dies.
His spouse, when widowed, gets the higher benefit until she dies. One person in the

couple receives the higher benefit for as long as one is alive.

The life expectancy for a couple, called a joint life expectancy, is longer than the
life expectancy for an individual in the same couple. Here's an example. A 65-year-
old man or woman is likely to live about 20 years. But the odds are that one of them
will still be alive for about 24 years. That makes deferral for married men a real
slam-dunk.

Economy
Let’s be clear about Social Security, Medicare and welfare

The best source I know of on the complex rules for Social Security benefit claiming
is Professor Laurence J. Kotlikoff at Boston University. Google his name and
"Social Security" and you'll find his articles on NPR, Forbes and other news
sources. His firm, ESPlanner Inc., also has a software program, Maximize My
Social Security. I've co-authored three books with him and respect him immensely.

Scott Burns is a syndicated columnist and a principal of the Plano-based investment

NYSEARCA:SPXL: 9; w3 social_security.docx
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Check for errors in your Social 00%0
Security statements

Tom Anderson | @bytomanderson
1Hour Ago

COMMENTS Join the Discussion

Mcnec ARE YOU LOOKING
TO SAVE MONEY?

Social Security can be a big part of your retirement income, so it helps s ) Leam More
to know if the federal government calculated your benefits correctly. Direxion

A Social Security statement details your earnings history and estimated Bold trades on Gold Miners.
monthly retirement benefit. The Social Security Administration (SSA) NUG mﬁmﬂ:;s

mailed 47.9 million paper statements in the 2016 fiscal year, which Daily Gold Miners.

ended September 2016. And more than 26 million people have a My ::T:j:f:j:a;:m

Social Security account that allows them to check their statements Index Bull 3x Shares

online. Dayporsegees &)

Importantinfo  Distributor: Foreside Fund Services, LLC.

"Most clients don't realize the statements are not mailed each year and
can't remember the last time they looked," said certified financial
planner Jan Valecka, owner of Valecka Wealth Management. FROM THE WEB Sponsored Links by Taboola [>

Just Watched...

How big will your social security check be?

Share this video See The Hot Tub That Ann Coulter's Net Worth
Has Already Sold Out Left Us Speechless
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Not everyone receives a paper Social Security statement each year.

The SSA mails paper statements to workers at ages 25, 30, 35, 40, 45,
50, 55 and 60 who aren't receiving retirement benefits and do not yet
have a My Social Security account. After age 60, people will receive a
statement every year. The statements are mailed three months prior to
your birthday.

The paper statements differ slightly depending on your age. Here are
examples of statements for young workers, people in the middle of
their careers and those 55 and older.

The SSA has been mailing paper statements this way since 2014. In
2011, the agency stopped sending everyone paper statements to save
$70 million annually on printing and postage costs, but had to
backtrack after beneficiaries and lawmakers complained.

People who have an online Social Security account receive an annual
email reminder to review their statements.

Focus on the earning record
The Social Security statements are far from perfect.

Last year, Valecka double-checked her statement and noticed that her
2014 earnings were not reported. She is still waiting for her earnings

history to be corrected. She
statements annually. o o @ @

PRO LIVETV WATCHLIST &

See Why So Many People How The World's Leading
In Longview Are Biologists Are Redefining
Upgrading To This Wine  Aging

Heartwood & Oak Fastco | Elysium Health
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‘Why you should claim Social Security early
under these scenarios

Cramer: Worried about your money under a
Democratic landslide? You should be

Social media lights up after Trump's 'such a
nasty woman' comment

Public sacrifice: Think your retirement plan is
bad? Talk to a teacher

Apple looks to India to be its new China as
iPhone sales grow 50 percent

How many debate minutes did Trump, Clinton
spend on the issues: We did the math
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history to be corrected. She reviews her clients’ Social Security
statements annually.

Your monthly Social Security retirement benefit is based on your
highest 35 years of earnings, so make sure your income is correctly
reported on the statement.

If you worked for 45 years, your 10 lowest-earning years will not count
in the benefits calculation. If you worked 30 years, your benefit would
be reduced because of the five years you did not work. You must work
a total of 10 years to qualify for retirement benefits from Social
Security.

"Typically the statement does not reflect
accurate earnings, which is a big deal.”

-Andy Tate, a CFP and financial advisor at North Star Resource Group

The SSA processed 92,000 complaints about statements in the 2016
fiscal year. That official figure may vastly understate the problem.

"Typically the statement does not reflect accurate earnings, which is a
big deal,” said Andy Tate, a CFP and financial advisor at North Star
Resource Group. "I have seen errors on about 25 percent of them [for
his clients].”

The Government Accountak o o @ @
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The Government Accountability Office recently found that the SSA
often fails to give out key details to people in face-to-face meetings
and online that could cost them tens of thousands of dollars in benefits.

How to fix an error

The clock is running if you spot an error on your earning record with
Social Security.

Officially, you have to correct errors within 3 years, 3 months and 15
days following the year of the mistake.

"As a result, it's quite possible that mistakes aren't found until after the
deadline to fix them has passed,” said Randy Bruns, a CFP and private
wealth advisor at HighPoint Planning Partners.

Even if the time limit has expired, Bruns recommends people still
attempt to fix errors on their earnings record because the "SSA has
been known to correct mistakes beyond the deadline.”

"The easiness of correction is directly tied to
how recent the error was committed.”

-Matthew Boersen, a CFP with Straight Path Wealth Management

You'll need to prove what y¢

record. A W-2 form, a tax re o o @ @
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how recent the error was committed.”

-Matthew Boersen, a CFP with Straight Path Wealth Management

You'll need to prove what you've earned to have the SSA correct your
record. A W-2 form, a tax return or a pay stub will suffice as evidence.

If you don't have those documents, at least have the name of your
employer, the dates you worked and how much you've earned when
you contact the SSA for a correction.

"The easiness of correction is directly tied to how recent the error was
committed,” said Matthew Boersen, a CFP with Straight Path Wealth
Management. That is why it is important to check your statement every
year.

If you haven't found an error, it is not wasted time.

"Even if there are no errors, reviewing the statements can influence
someone's incentive to improve their earnings record,” said Larry
Luxenberg, managing partner and chief investment officer of Lexington
Avenue Capital Management.

Tom Anderson
Personal Finance Writer
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Should I delay taking social security?

by Walter Updegrave  @CNNMoney

@ October 12, 2016: 8:57 AM ET
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The cost of old age
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1 understand that if | delay taking Social Security, I'll receive a Maritt Rewards on Fortne
larger benefit. But while I'm waiting for that bigger benefit, I'll have

B . . B ) How Older Men
to withdraw more from my retirement savings, which means Il Tighten Their Skin

The Modern Man Today

miss out on the investment gains those larger withdrawals would
have earned. Given those lost investment earnings, am | really Invest in a Merrill
better off by waiting for a bigger Social Security check? —-M.A. Edge® Online 9
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's true that if you retire but wait to take Social Security to qualify for a bigger monthly check

down the road, you'll have to replace the income you would have received from Social Security

had you taken it right away. Which means you'll have to draw more from savings. So initially at
least, the value of your nest egg will decline faster than it otherwise would have due to those
larger withdrawals.

But while waiting for a bigger Social Security check will indeed result in a loss of investment
earnings potential on your savings in the short-run, remember that you'll be able to reduce the
withdrawals from your nest egg when those bigger Social Security payments kick in.

So to gauge the effect on the value of your savings by starting Social Security early rather than
later, you have to take a longer view. And you have to consider what you think you can
reasonably earn on your retirement assets as well as how long you might live.

Here's an example: Let's assume you plan to retire at 62, at which point you qualify for a Social
Security benefit of $1,500 a month, or $18,000 a year, an amount that will increase with inflation
each year. And let's further assume that you have $750,000 in savings from which you plan to

withdraw an initial 4%, or $30,000, a figure you'll also increase by the inflation rate each year. If

you go through with this plan, you'll have annual income of $48,000 ($18,000 in Social Security The Wisest $500
plus $30,000 from your nest egg) that will rise with inflation to help maintain your purchasing Investments You Can
power throughout retirement. Make

(NeraWatiey
Or, you could choose to postpone Social Security in order to qualify for a bigger benefit later on. How 1 Man Turned
Generally, your Social Security benefit rises by roughly 7% to 8% for each year you delay $50,000 into $5.3
between age 62 and 70, after which you receive no increase for waiting. So if you hold off Million
claiming benefits for four years until age 66 -- the full retirement age for people born between (Investing Daiy)

1943 and 1954 -- you would receive $2,000 a month in today's dollars, or $24,000 a year, which

#1 Life-Changing
is a third more than what you would get at 62.

_~ Retirement Secret
Revealed
But if you decide to hold off for a higher benefit and still want to match the $48,000 in annual N (Advantage Gold)

inflation-adjusted income above, you would have to get that entire amount from your savings for

Vinats tis? 91
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the four years until you begin collecting that higher Social Security benefit.

There's no doubt that, initially at least, your nest egg will be smaller and thus have less potential
to generate investment earnings if you opt to wait for the larger Social Security benefit. After all,
you'll be withdrawing $48,000 a year adjusted for inflation instead of $30,000. But after four
years, the withdrawals from savings required to hit your annual income target will drop off by
roughly half when your higher Social Security benefit kicks in. And at that point and every year
afterward, you'll be withdrawing about 20% a year less than what you would withdraw from
savings with the lower Social Security benefit.

4 jaw-dropping cards charging 0%
interest until 2018

Today's top 3 credit cards for
customer satisfaction

Related: Will my retirement savings support me for 30 years? The 10 best balance transfer credit

cards for 2016

So the question is, if you opt to wait for the higher Social Security benefit, how long would it take
until the lower withdrawals that start after four years of retirement and continue afterward allow
the value of your nest egg to recover and eventually exceed what its value would be had you
opted for the lower Social Security benefit that started sooner? Or, to put it another way, how
many years does it take for you to come out ahead by waiting for a higher Social Security
benefit?

Here's why transferring a credit card
balance to a 21-month 0% APR is a
good plan

The best credit cards of 2016

The answer depends in large part on how much you think you can earn on your retirement
investments after inflation. Basically, the higher the real, or inflation-adjusted return, you earn, the
longer it takes to come out ahead waiting for the higher Social Security benefit.

For example, if inflation cruises along at roughly 2% or so a year and your investments earn 6%
-- areal, or inflation-adjusted, return of about 4% -- it would take until age 83 or so for you to
come out ahead by opting for the larger Social Security benefit. In other words, you'll end up
with the same retirement income plus a larger nest egg as long as you make it to age 83. If, on
the other hand, inflation runs at 2% but you earn, say, 7% on your retirement investments -- a
real return of about 5% -- it would take another few years, until age 86, for the higher Social
Security benefit option to pay off.

Saverizement

Of course, you could delay taking benefits even longer in hopes of a still higher Social Security

curity.docx
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payment. In the scenario above, for example, waiting until age 70 to collect rather than age 66
would result in a benefit in today's dollars of $31,680, compared with $24,000 at 66. But holding
off from age 66 to age 70 would require more years for you to come out ahead. Assuming an
annual real rate of return of 3% to 5%, you would have to live until your mid-to-late 80s to early
90s to be better off waiting for the higher benefit.

Given those ages, does it make sense to hold off for a higher Social Security benefit if doing so
might leave you with a smaller nest egg unless you live into your early-to-late 80s? Obviously,
that depends a Iot on the state of your health and whether you come from a family that has a
history of long lifespans. But generally people nearing or entering retirement in decent health
have a pretty good shot at living into their mid-80s and beyond.

66000

For example, a 62-year-old man in average health has a 53% chance of living to 85, a 34%
chance of making it to age 90 and a 26% shot at making it to age 92, while a 62-year-old
woman's chances are 64%, 46% and 37% respectively. The chances are significantly higher for
62-year-olds in excellent health. You can see your chances of making it to various ages based
on your current age, sex and how healthy you are by going to the American Academy of
Actuaries' and Society of Actuaries' Longevity lllustrator tool.

Related: Social Security checks to get a tiny increase in 2017

A few caveats: Postponing Social Security probably isn't a good idea if poor health is likely to
shorten your life expectancy (although it can still make sense if your spouse will be depending
on your benefit after you die).

Delaying also may not be a smart move if doing so would cause you to deplete all or virtually all
of your retirement savings, leaving you with no savings to fall back on for unanticipated
expenses and emergencies. (If that's the case, however, you may not have adequate savings to
retire and thus should consider working longer to bulk up the size of your nest egg.)

I'd also caution against overconfidence when it comes to investing. | get lots of emails from
people who tell me they're better off taking Social Security early and investing it rather than v

© NYSEARCA'SPXL: curity.docx
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of your retirement savings, leaving you with no savings to fall back on for unanticipated
expenses and emergencies. (If that's the case, however, you may not have adequate savings to
retire and thus should consider working longer to bulk up the size of your nest egg.)

I'd also caution against overconfidence when it comes to investing. | get lots of emails from
people who tell me they're better off taking Social Security early and investing it rather than
waiting for a larger benefit because they're confident they can earn a high rate of return. People
can disagree about what constitutes a realistic rate of return for someone in retirement. But
given today's low yields and predictions of modest returns in the years ahead, I'd say that a real
return of 3% to 4% a year—that is, the return in excess of inflation—is probably reasonable for
most retirees. You can shoot for higher gains, but doing so inevitably means taking on more
volatility, which raises the possibility that your nest egg could be so decimated by a severe
market setback that it might never completely recover.

66000

Clearly, deciding when to take Social Security is no simple decision, especially for married
couples, who may be able to boost their benefits by coordinating when they claim. So at the
very least it makes sense to familiarize yourself with the options available to you, which you can
do by reading the Boston College Center For Retirement Research's Social Security Claiming
Guide. For help in sorting out those options, you may also want to consider checking out a
service like Maximize My Social Security or Social Security Solutions, both of which rely on
sophisticated software programs to make their recommendations.

Or you may want to consult a financial planner who can also factor the effect of income taxes
into the analysis (which, to keep things relatively simple, | didn't do in the examples above).

But the bottom line is this: If you can manage it, you're generally better taking Social Security
later rather than sooner, as a higher benefit that's pegged to inflation acts as a form of longevity
insurance that can help you maintain your standard of living throughout retirement, regardless of
how the financial markets and your retirement investments perform.

CNNMoney (New York)
First published October 12, 2016: 8:57 AM ET
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Social Security Taxes to Rise for Higher-Income Americans
Maximum earnings subject to the payroll tax will rise to $127,200 in 2017
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The Social Security Administration said the maximum amount of earnings subject to the payroll tax will jump 7.3% next year,
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The Social Security Administration said the maximum amount of earnings subject to the payroll tax will jump 7.3% next year,
the largest percentage jump in three decades. PHOTO: ASSOCIATED PRESS

By BEN LEUBSDORF
Oct. 18, 2016 12:18 p.m. ET

® 1COMMENTS

About 12 million higher-income American workers will pay more in Social Security
payroll taxes next year, reflecting the largest percentage jump in the Social Security tax

cap in more than three decades because of a quirk in federal law.

The Social Security Administration, while announcing a 0.3% cost-of-living increase in
Social Security and Supplemental Security Income payments for 2017, also said Tuesday
the maximum amount of earnings subject to the Social Security tax would climb 7.3% to

$127,200 in 2017 from $118,500 in 2015 and 2016.

The increase in the taxable maximum will affect about 12 million workers out of an

estimated 173 million who will pay Social Security taxes next year, the agency said.

Advertisement
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RELATED The worker’s share of Social Security payroll

tax is 6.2% of eligible wages. Someone making

* Social Security Beneficiaries Will See .
at least $127,200 in 2017 would pay an

0.3% Cost-of-Living Increase in 2017

 Why High Earners Are Likely to See additional $539 over the course of next year.
Higher Medicare Premiums in 2017 Employers also pay a 6.2% tax on eligible wages

* U.S. Consumer Prices Rose a Steady and would pay more, too, though economists
0.3%

generally believe those costs are borne by
‘workers in the form of lower wages. Self-
employed people pay the employer’s and

employee’s share of the tax.

The 7.3% increase in the taxable maximum for next year, the largest one-year jump since
1983, reflects a quirk in federal law. The formula for raising the level of taxable earnings is

based on wage growth, while cost-of-living adjustments are based on price growth.

For the 2016 calculation, the wage index rose and suggested an increase in the level of
taxable earnings. But the law prohibits an increase in the taxable maximum if there is no
cost-of-living increase for benefits, and a 0.4% decline in prices last year kept Social
Security benefits unchanged in 2016. As a result, the 2017 jump in the taxable maximum

reflects two years of increases.

Both the cost-of-living adjustment and increase in the taxable level of earnings came in
largely as expected. In June, the Social Security trustees report projected a 0.2% cost-of-

living adjustment and a taxable maximum of $126,000.
—Richard Rubin contributed to this article.

‘Write to Ben Leubsdorf at ben.leubsdorf@wsj.com
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Scott Hanson, co-CEO of Hanson McClain Advisors
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There's a preventable crisis facing America, and yet neither of the

major-party candidates has said much, if anything, about it. To that
point, the words "retirement” and "Social Security” have not been stodian of
uttered in the first two presidential debates.

Let's see what happens in the final debate on Wednesday night.

The fast-approaching retirement crisis, and the fact that a majority of
Americans don't have nearly enough money saved for the future,
should be discussed by Hillary Clinton and Donald Trump. This final
debate should address what can be done about Social Security. What
about Medicare? And what can be done about the retirement savings
shortfall?

A little background: According to the Social Security Administration,
there are roughly 45 million retirees in America, and some 10,000
people over the age of 62 leave the workforce every single day. LEARN >
Figuring lifespans and attrition, at this rate, there will be more than 72 DLz
million retired Americans by 2030.

charles %
SCHWAB

Sm appur Aometrow—

- -

[ Hereare thedebate. | M| o X3 | wdsocial_securitydocx.. | W3 why_portfolio_incom...| & - 0l x 92am




image30.png
¢ ©)

File Edit View Favorites Tools

M httpy/fwwew cbe.com/2016/10/07 /here-are-the-debate-issues-we-deserve-to-hear-abouthtml?_source=google7Ceditorspicks7C8 + @ &

‘ﬁHere are the debate issues .. X ‘ ‘ AR

‘And the vast majority of these people won't have nearly enough money
to support themselves through retirement.

According to a June 2016 study conducted by Vanguard, the average
401(k) plan balance is just $96,000, which is actually down from 2014,
when it was roughly $102,000. Couple this with the Social Security
insolvency predicted to occur, perhaps as early as 2032 or 2033, and it
becomes obvious that some serious changes are needed to avoid
disaster.

Of course, these things didn't seem all that frightening a few decades
ago. People were having more children (i.e., future taxpayers), and
lifespans were significantly shorter. But much has changed since the
1960s.

"Will either candidate put forward a plan to
shore up Social Security? There are several
ways to address the issue ... but none of these
is going to garner either candidate any
additional votes, so I'd be surprised to see it
addressed.”

First, the cost of living has skyrocketed. This is true across the board,
but it's especially true for health-care costs, which can consume as
much as 40 percent (or more) of a retiree’s budget. According to a
January 2013 study published in AARP magazine, even with Medicare
(more on this in a moment), a healthy 65-year old couple can expect to
spend $245,000 on health care over the duration of their retirement.

This savings shortfall is made more acute because people are living

much, much longer than onl O G @ @
American lifespan is now jug
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much, much longer than only a few decades ago. The average
American lifespan is now just under 80 for a woman, and about 75
years long for a man. Additionally, a healthy 65-year-old woman has a
25 percent chance to live to be 95, while a healthy 65-year old man has
roughly the same odds of living to be 89.

More from Advisor Insight:

Average retiree to see Social Security benefit drop
Turn retirement cash flow into your very own paycheck
How will Clinton or Trump affect your wallet?

And yet, this savings shortfall isn't someone else’s problem, because it
won't just impact those moving into retirement. Simply, we are all
going to have to care for this massive number of aging people who
clearly aren't going to have the resources to care for themselves.

Enter the government and this year's presidential election. With those
sobering statistics in mind, | want to discuss key topics that | would like
to see addressed during Sunday night's debate.

Will either candidate put forward a plan to shore up Social Security?
There are several ways to address the issue, such as increasing the
retirement age, reducing benefits, reducing benefits for wealthy
retirees and increasing payroll taxes on the current workforce, but
none of these is going to garner either candidate any additional votes,
so I'd be surprised to see it addressed.

Think about the state of Social Security, then consider that Medicare is
every bit as problematic. In fact, according to the Henry J. Kaiser
Family Foundation, the only government expenditures larger than
Medicare, which eats up roughly 15 percent of the total federal budget,
are Social Security and national defense.

x3 | wl social_security.docx... | W3 why_portfolio_incom.

) i

922 AM




image32.png
(¢ O]

M. httpy/ /v cnbc.com/2016/10/07 /here-are-the-debate-issues-we-deserve-to-hear-abouthtmi?_source =googless7Ceditorspicks%7C8 + @ &

s Here are the debate issues

x

{0 ae €03

File Edit View Favorites

CNBC

HOMEU.S. v NEWS MARKETS INVESTING TECH MAKEIT VIDEO SHOWS MORE

PRO

LIVETV WATCHLIST

Retirees need health care, but costs are skyrocketing, there are more
retirees than ever, and we are living longer than ever before. But how
do we fix it?

Should retirees have to share a larger burden of their health-care costs,
or should the majority of the revenue come through payroll taxes? And
what about the report of rampant fraud impacting the system?

My guess is that Medicare will not be discussed in this final debate.

Pre-retirees don't have enough money saved, but what, if anything, can
be done to increase their nest eggs? There have been a number of
ideas tossed around over the years, such as increasing IRA
contributions to match those allowed for 401(k) plans (I'm a big fan of
this), mandating that employers automatically enroll workers in
retirement plans (some states have begun to do this) or offering even
greater tax incentives for those who save. But given that roughly one-
third of Americans have saved absolutely nothing for retirement,
clearly this topic may be the most difficult of all to solve.

Your Wealth:  Weekly advice on managing your money

Sign up to get Your Wealth

Job Industry V| Email (Required)

Get this delivered to your inbox, and more info about about our products and service.

Privacy Policy.
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Given that we are living longer, healthier lives, it may be wise for most
of us to either delay retirement, or continue to work at least part-time.
What can the government do about it? Reset expectations, for one
thing.

The "gig economy” may not be ideal for younger workers who are
looking to save, but many people over the age of 65 stay involved and
earn money by working part-time, consulting or freelancing. I'd love to
hear Sunday's debate moderator ask if there are tax incentives that
could be put in place to encourage people to continue to work.

We tend to see debates as beauty contests, favorably scoring the best
quips or "gotcha” moments. But debates are an opportunity for us to
hear ideas straight from the candidates’ mouths, without any spin or
filter.

There are, obviously, numerous issues that need to be addressed, but
the preceding four are the questions I'd love to see asked, and, even
more importantly, see answered in an intelligent way.

— By Scott Hanson, co-CEO of Hanson McClain Advisors
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Social Security Recipients Will
Get Less than a $4 Increase next
Year

Millions of Social Security recipients and federal retirees
will get a 0.3% increase in monthly benefits next year, the
fifth year in a row that older Americans will have to settle

for historically low raises.

There was no increase this year. Next year’s benefit hike
will be small because inflation is low, driven in part by

lower fuel prices.

The federal government announced the cost-of-living
adjustment, or COLA, Tuesday morning. By law, the COLA
is based on a government measure of consumer prices.

The COLA affects more than 70 million people—about 1 in
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The average monthly Social Security payment is $1,238.
That translates into a monthly increase of less than $4 a
month.

More bad news for seniors: Medicare Part B premiums,
which are usually deducted from Social Security payments,
are expected to increase next year to the point in which they
will probably wipe out the entire COLA.

By law, the dollar increase in Medicare’s Part B premium
cannot exceed a beneficiary’s cost-of-living raise. That’s
known as the “hold harmless” provision, and it protects the
majority of Medicare recipients.

But another federal law says that the Part B premium must
raise enough money to cover one-fourth of expected
spending on doctors’ services. That means that a minority
of beneficiaries, including new enrollees and higher-income
people, have to shoulder the full increase. Their premiums
would jump.

Millicent Graves, a retired veterinary technician, says
Medicare and supplemental insurance premiums eat up
nearly a third of her $929 monthly Social Security
payment. And don't tell the 72-year-old from Williamsburg,
Va., that consumer prices aren’t going up. She says her
insurance premiums went up by $46.50 this year, and her
cable TV, Internet, and phone bill went up, too.
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“I just lose and lose and lose and lose,” Graves said.

More than 60 million retirees, disabled workers, spouses
and children get Social Security benefits. The COLA also
affects benefits for about 4 million disabled veterans, 2.5
million federal retirees and their survivors, and more than
8 million people who get Supplemental Security Income,
the disability program for the poor. Many people who get
SSI also receive Social Security.

Since 2008, the COLA has been above 2% only once, in
2011 It’s been zero three times.

“This loss of anticipated retirement income compounds
every year, causing people to spend through retirement
savings far more quickly than planned,” said Mary Johnson
of the Senior Citizens League. “Over the course of a 25- or
30-year retirement, it reduces anticipated Social Security
income by tens of thousands of dollars.”

By law, the cost-of-living adjustment is based on the
Consumer Price Index for Urban Wage Earners and
Clerical Workers, or CPI-W, a broad measure of consumer
prices generated by the Bureau of Labor Statistics. It
measures price changes for food, housing, clothing,
transportation, energy, medical care, recreation and
education.

The COLA is calculated
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Social Security Depletion: What Happens When the
Money Runs Dry?

Based on the latest projections, the program’s trust fund will run out of money in 2034. Does this mean
we won't be receiving any benefits then? Definitely not.

© January 4,2017 & WSP

It's a common misconception that when the Social Security Trust Fund runs out, there won't be
anything left to pay for our Social Security benefits. This is incorrect. To understand why, here’s
a brief backgrounder.

Since the last significant tax rate reform was implemented (during Reagan'’s presidency), taxes
collected had always been higher than payments made for benefits. The surplus went into the
Social Security Trust Fund which steadily grew as this favorable scenario continued

In recent years, however, the circumstances started to change. Payments began exceeding the
collections, and the fund started declining because it had to be used to cover the shortage.

So now the question is: what happens when the fund totally runs out? At worst, complete
benefits will not be given out. Why? Remember that the trust fund is only being used to cover
the shortage. The main source of funds is still the taxes collected. And, the total taxes will still

Why The Oligopoly That Telecom
Companies Have Enjoyed For So Long
Is Nearing Its End

© January 7,20

The Rise of European Disunion

© January 6,2017

Amazon Fire TV Will Soon Be Built Into
TVs (AMZN)
© Janua 7 v
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The COLA is calculated using the average CPI-W for July,
August and September. If prices go up, benefits go up. If

prices drop or stay flat, benefits stay the same.

The numbers for July and August suggest COLA of just
0.3%. The numbers for September are to be released
Tuesday.

Some advocates complain that the government’s measure
of inflation doesn’t reflect the costs many older Americans
face.

For example, gasoline prices have fallen by nearly 18% over
the past year, according to the August inflation report,
while the cost of medical care has gone up by more than
5%.

For seniors who don’t drive much, they don’t get the full
benefit of low gas prices, said Max Gulker, a senior research
fellow at the American Institute for Economic Research.
Many seniors, however, spend more of their income on
health care.

Graves said she appreciates lower gas prices, but she
doesn’t drive much.

“I just have to rely more each month on cashing in
investments,” Graves said. “I'm lucky I can do that.”
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The End of Social Security
(Leaked Evidence Stumps
Obama, Stuns Retirees.)

BYJLYASTINE  September 15, 2016

American seniors have been worried about our nation’s ability to continue to pay out
Social Security.

As one retirement-bound Los Angeles resident puts it, “The money that | put aside now,
it's not like that money is going to be waiting for me.”

Unfortunately, several leaked reports now confirm that these fears will become an ugly
reality, very soon.

Doug Bandow, a former special assistant to President Ronald Reagan, and a senior fellow
at the Cato Institute, warns that seniors must plan for “Social Security's coming crash.”

And in an alarming article, U.S. News & World Report argues that payouts will inevitably
end, and says you must learn how to “prepare for the end of Social Security” now.
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Collapse
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How could this happen?

As you know, Social Security operates as a classic Ponzi scheme — new contributions are
used to pay off earlier contributors.

The Sovereign Investor Daily, like no other
publication, has opened my eyes to what is
really happening in this country. | only wish

The problem is twofold: Our government tapped into Social Security savings, and there
are not enough new contributors to pay those who already funded the system.

And the problem is worse than any government agency wants to admit. I'had known sooner! Fantastic!

However, one famous economist, James Dale Davidson, boldly states... Karen W.

“We could see the end of Social Security as soon as 2017,
and there is nothing President Obama, Congress or

any other government agency can do to stop it.”
| just found the Sovereign Investor Daily

Yes, Social Security as we know it could end in 2017. X
website today...| must have read

Before you dismiss Davidson’s warning, know that he has a remarkable track record of everything on there. Thank you so much. |

calling nearly every major economic shift over the last three decades. Louehiivastheionlyio ey

For example, Davidson predicted the stock market collapse of 1999 and 2007, along with Mary G.

the fall of the Soviet Union and Japan's economic downfall, to name just a few.

And his predictions have been so accurate, he's been invited to shake hands and counsel
the likes of former presidents Ronald Reagan and Bill Clinton — and he’s had the good
fortune to befriend and convene with George Bush Sr., Steve Forbes, Donald Trump,

) ) ) Great Depression x3
Margaret Thatcher, Sir Roger Douglas and even Boris Yeltsin.

Life savings will be vaporized
So, how can Davidson be so sure that Social Security will end in 2017? by 80%. Prepare

n a newly released vide ght now, there are five massive cracks

The End of Social L.} i D 624AM




image40.png
(=]
1| The End of Social Security (.. % ‘ ‘ A

w\/:\/() | httpi//thesovereigninvestor.com/exclusives/bthe-end-of-social-security-leaked-evidence-stumps-obama-stuns-retirees/?z=503067 ~Q00C
File Edit View Favorites Tools Help
in the American economy’s foundation that are converging for the first time in history.
This is a landmark development that | am convinced will trigger the greatest depression

we've ever seen. Yes, worse than the 1929 Great Depression.”

Editor's Note: Click Here to See the 5 Economic Cracks That Are Converging for the
First Time in History.

Davidson’s new video is causing a controversy, not just because of what he says, but

because the evidence he provides is irrefutable (he uses over 20 unquestionable charts 5 =
to prove his point). “There will be long lines at soup

kitchens and many, many homeless.”
Protect Your Family Now

“I know that everywhere you turn things look pretty good,” Davidson goes on to say, “The
market is near all-time highs, the dollar is strong and real estate is booming again. But
remember, the exact same scenario played out in 1999 and 2007. The economy is
unraveling right now, and fast. Very fast.”

Davidson warns that a 50% stock market collapse is looming, that “real estate will
plummet by 40%, savings accounts will lose 30% and unemployment will triple.”

And although our future may seem bleak, as Davidson says, “There is no need to fall
victim to the future. If you are on the right side of what's ahead, you can seize
opportunities that come along once, maybe twice, in a lifetime.”

Indeed, in his video, Davidson reveals what he and his family are doing to prepare right
now, and even profit. (It's unconventional and even controversial, but proven to work.)

While Davidson intended his video for a private audience only, original viewers leaked it
out and now tens of thousands are downloading the video every day.

With his permission, | reposted the video below. To start the presentation, simply click on
the play button.

— T [T v o
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Social Security's total income is projected to exceed its total cost
through 2019, as it has since 1982. After 2019, interest income and
money taken out of reserves will provide the resources needed to
offset Social Security's annual deficits until 2034.

By then, if Congress does nothing, the federal government will collect
enough in payroll taxes to pay about 75 percent of scheduled
retirement benefits until 2090.

The Social Security Administration projects that unfunded obligations
will reach $11.4 trillion by 2090. That's up $700 billion from the $10.7
trillion the administration projected for its 2089 shortfall.

Infinite horizon

Despite the huge numbers, there's even a less generous way of looking
at the fiscal shortfall.

A projection, known as the "infinite horizon," takes into account all the
program's future liabilities, even those beyond the 75-year period that
Social Security actuaries typically use in their calculations.

Under the infinite horizon, Social Security will have $32.1 trillion in
unfunded liabilities by 2090, $6.3 trillion more than last year's
projection. (See the chart below.)
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Social Security's unfunded obligations

Social Security runs at a surplus right now, but the program's projected shortfalls vary
dramatically depending on how you calculate unfunded obligations. Projections are in
trillions of dollars.

M infinite horizon 1175-year
projection projection
$30

2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: Social Security Administration de CcNBC

The infinite horizon calculation is the most important part of the
trustees’ annual report, said Laurence Kotlikoff, a Boston University
economics professor and co-author of "Get What's Yours," a best-seller
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about how to maximize claiming Social Security retirement benefits.

"We're not broke in 20 years to 30 years, we're broke now," Kotlikoff
said. "All the bills have been kept off the books by Congress and
presidential administrations for six decades.”

The $6.3 trillion increase in the infinite horizon projection shows that
Social Security Administration actuaries are more pessimistic about
economic and wage growth, Kotlikoff said.

A reduction in the interest rate used to make calculations under the
infinite horizon projection from 2.9 percent to 2.7 percent was the main
contributor to the rise in the unfunded obligations forecast from last
year, according to the trustees’ report.

"You can't hide the numbers under a bunch of malarkey," said Kotlikoff,
who is running for president as a write-in candidate.

Kotlikoff had an influential ally in his quest for better accounting for
Social Security and other federal programs. In 2013, Sen. Tim Kaine, the
Democratic Party's vice presidential nominee, co-sponsored bipartisan
legislation that would require the federal government to use infinite
horizon calculations and so-called fiscal gap accounting, which
considers the difference between the government'’s projected financial
obligations and the present value of all projected future tax and other
revenue. The bill, which Kot/™ ™ * : o
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Presidential candidates from the two major political parties have yet to
present detailed plans for how they will address Social Security's
shortfall.

Hillary Clinton said she won't cut Social Security benefits and will
expand the program, especially for widows and people who have left
the workforce to take care of children, spouses or relatives.

She plans to ask "the highest-income Americans to pay more, including
options to tax some of their income above the current Social Security
cap and taxing some of their income not currently taken into account
by the Social Security system," according to her campaign website.

Currently, earnings up to $118,500 are taxed for Social Security
benefits. Eliminating the cap this year would mean the trust fund
reserves would be depleted in 2055 instead of 2034, according to
estimates from Karen Smith, a senior fellow in the Income and Benefits
Policy Center at the Urban Institute.

Clinton opposes "any attempts to gamble seniors’ retirement security
on the stock market through privatization.” However, investing a
portion of Social Security's trust fund assets in stocks would likely
reduce the need for higher pavroll taxes without disruntina the canital

markets, according to a rect o 0 @ @
Research at Boston College M
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reduce the need for higher payroll taxes without disrupting the capital
markets, according to a recent analysis by the Center for Retirement
Research at Boston College.

Donald Trump has said he wants to preserve Social Security, saying the
key to do so is to have "an economy that is robust and growing.”

Stronger economic growth may delay Social Security's insolvency, but
it would not fix its underlying fiscal problems, according to Smith’s
research.

So what would have a big impact on Social Security’s fiscal standing if
you don't cut benefits? Raising payroll taxes. Smith found that
increasing payroll taxes by 3 percentage points from 12.4 percent —
half paid by employers and half paid by employees — to 15.4 percent
would make Social Security reserves last at least 53 years longer, or
until 2087.

Few politicians are proposing that fix for future generations.

Tom Anderson
Personal Finance Writer
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It's a common misconception that when the Social Security Trust Fund runs out, there won't be
anything left to pay for our Social Security benefits. This is incorrect. To understand why, here’s
a brief backgrounder.

Since the last significant tax rate reform was implemented (during Reagan'’s presidency), taxes
collected had always been higher than payments made for benefits. The surplus went into the
Social Security Trust Fund which steadily grew as this favorable scenario continued

In recent years, however, the circumstances started to change. Payments began exceeding the
collections, and the fund started declining because it had to be used to cover the shortage.

So now the question is: what happens when the fund totally runs out? At worst, complete
benefits will not be given out. Why? Remember that the trust fund is only being used to cover
the shortage. The main source of funds is still the taxes collected. And, the total taxes will still
be enough to cover about 3/4 of Social Security benefits. In other words, without trust fund
money, we can still expect to receive 75% of our benefits. That's a relief to know, isn't it? Better
to receive something than nothing, right?

It also has to be said that this forecast is still just a forecast and isn't set in stone. 2034 - the
year when the funds are forecasted to be depleted based on the Social Security Trustees
Report — is 18 years away. In between, it’s not realistic to think that the government will just let
it happen. Of course, they will have to intervene. And what can they do? It will come down to a
choice between who will carry the burden — the government or the public.

Redemption of special issue non-tradable government bonds is a good start. But that's the
easy part. The hard part is paying back those bonds. And if they choose to bear the brunt of the
problem, they have the option to borrow funds from somewhere else, reduce government
spending, or maybe redirect other funds to the Social Security Trust Fund

On the other hand, there’s also a simpler way to solve the problem. Either increase payroll
taxes, or reduce the amount of benefits. Applying these changes though will be easier said than
done given that the administration that does this will most likely be looking at their last term in
power since it's highly unlikely that they will receive further support from the people if this is the
solution they come up with.

The bottom line is this: as troubling as these forecasts seem like, there’s still hope that
necessary adjustments can be made before it's too late. Eighteen years is a long time to come
up with a fix. The important thing is — something has to be started now. With a new president
coming in, it's about as good time as any to figure out the best possible solution to turn the
situation around
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SRR It's Not That Social Security Will Run Out Of Cash - It's Whether Taxes Will Rise To

Fund It
000006 Social Security :

Benefits

‘We're getting the usual scare stories about Social Security and Medicare running out of cash in a couple of

decades’ time. This isn’t going to happen, it really just isn't going to happen. The story is not at all whether Manageyour benefits with anonlinermy
those trust funds get spent or not. It’s whether anyone will raise taxes to pay for the benefits already promised Social Security account.
or not. The two government programs simply are not in a position akin to a private or lower level government Merrill Edge® .
il ‘program which has overpromised benefits and under reserved to pay for them. It is true that the promises have Trading
TimWorstall  been over generous and that the current taxation and reserves to pay for them too little but the system is Buy Oregon B
conmel  ynderpinned by the full financial might of the US Government. And if we're about to worry about the solvency Mountain Land

of that then we've all got much greater problems than whether pensions continue to be paid. The true point is
that the Federal government has taxing rights on the entirety of the US economy. The question is not whether
there’s enough they can raise from that to pay the bills due, it's whether they've the political will to o so.

‘These concerns come up every time the Social Security and Medicare trustees revise their actuarial predictions:

‘The Thing Turkey Got.
Absolutely Correct - Cities And
‘The Work Of Hernando De Soto ‘Each year the Trustees of the Social Security and Medicare trust funds report on the current and projected financial
status of the two programs. This message summarizes the 2016 Annual Reports.
r Northwestern
Mutal  Akthe Both Social Security and Medicare face long-term financing shortfalls under currently scheduled benefits and
e s w financing. Lawmakers have a broad continuum of policy options that would close or reduce the long-term financing
Money From An shortfall of both programs. The Trustees recommend that lawmakers take action sooner rather than later to address
RMD, What Should I Do? these shortfalls, so that a broader range of solutions can be considered and more time will be available to phase in
changes while giving the public adequate time to prepare. Earlier action will also help elected officials minimize adverse
v impacts on vulnerable populations, including lower-income workers and people already dependent on program
Congratulations To ‘benefits.
- ‘Bolivarian Socialism
T ‘The essential background here. Ever since the last major reform of the tax rates in the Reagan era tax revenue
P collected to pay for these benefits has been higher than the expenses paid out. Well, it was for a long time at

least. The bulk of that collected this month is paid out next month as benefits to those currently receiving them.
‘There is no true investment fund here, this is what is called a “pay as you go” pension scheme. In those years
that revenue was greater than costs then the surplus was invested in Treasury bonds. This is that “trust fund”

f You Thought Brexit Was Bad

ait Uil The Italian Banks Al we hear so much about. More recently payouts have been higher than current revenues so that trust fnd has
SoEa been declining. and at some point in a couple of decades time that fund will be exhausted. No, this does not
then mean that Social Security will go bust:
China ants To Here's When Social Security and Medicare Will Officially Run Out of Spare Cash
e e The clock is ticking on Social Security and Medicare.
Disputes
No, not really.
m m’ﬁx*“"“m v In the case of Social Security, the ongoing retirement of baby boomers is straining the program. As more boomers leave v
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Forbes  p i then mean that Social Security will go bust:

YOUR READING LiST Here's When Social Security and Medicare Will Officially Run Out of Spare Cash
The clock is ticking on Social Security and Medicare.

No, not really.

In the case of Social Security, the ongoing retirement of baby boomers i straining the program. As more boomers leave
the workforce, there simply won't be enough payroll tax revenue generated to cover the cost of benefits being paid out.
Befween 2015 and 2035, the worker-to-beneficiary ratio is expected to fall from 2.8-to-1 to 2.1-to-1.

The other issue for Social Security is that people are living longer than ever. I don't want to misconstrue this as a bad
thing — a longer life expectancy is great news for everyone. But for a program that's been designed to pay out benefits
for a certain period of time, longer lfe expectancies are proving to be a strain.

Many of the same problems are apparent for Medicare.

Now that is true. The demographic bulge of the baby boomers is moving through the system into retirement
and we're all living longer to boot. The taxes we are currently charging to people currently working won't be
enough to cover those bills. And the amount we've got saved from the past will delay that a bit but we'll still end

- up in the same place — the current tax revenue won't cover the costs of what has been promised.
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cull a few tens of millions to bring the bills down but we're quite obviously not going to do either of those.
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X growing number of legislators and policy makers would like Ms. Panarites and other caregivers to receive some relief

Forbes o wen as part of a broader effort to expand and modernize Social Security benefits. . BX A
S—— o Check my Social
Until recently, all the talk in Washington regarding Social Security was about cuts. But a grass-roots progressive Security
1S Not That Socil Security will > Tim Worstail coalition began campaigning for expansion nearly three years ago, and it has succeeded in moving the concept to the
-ItsW conTRIBUTOR i "y N .
Run 00t O Csh It Whether o center of the Democratic Party. Join the millions managing their
Social Security account online.
Expansion was a popular theme of Senator Bernie Sanders's presidential campaign; now Hillary Clinton has moved
into the expansion camp, saying she would support higher benefits for caregivers and widows and widowers.

e SSEERIET We're going to expand a program we already know doesn't have the revenue for its current promises? -
China Finds New Way To Tank

Its Economy “We can't afford to weaken Social Security,” Mr. Obama said in a speech on June 1. “We should be strengthening Social
Security. And not only do we need to strengthen its long-term health, it’s time we finally made Social Security more
- generous, and increased its benefits so that today’s retirees and future generations get the dignified retirement that
they've earned.”
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Which brings me to the economic and policy point I want to make. There is no way that we're going to allow
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2016 Social Security Trustees Report: The 3 Most
Important Takeaways

Here are the things you need to know from the latest report from the Social Security program's trustees.
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Dan Caplinger has been a contract writer for the Motiey Fool

Social Security is one of the most important sources of retirement income for Americans, and since 2006. As the Fool's Director of Investment Planning, Dan
its uncertain future makes policy makers watch the program's financial condition closely every oversees much of the personal-finance and investment-planning
year. As a result, the annual release of the government report that provides a financial content published daiy on Fool.com. With  background as an
estate-planning atiomey and independent financial consultant,
snapshot of how the Social Security trust fund is doing gets a lot of attention. Theoretically due Dan's articles are based on more than 20 years of experience

on March 31, the report is routinely late, although the late-June release date for the 2016 from all angles of the financial world.

Social Security Trustees Report is earlier than its 2015 counterpart's publication time last year.

The 272-page report [opens PDF] released on June 22 largely confirmed the concerns that ARTICLE INFO
previous installments have raised, but there were a few noteworthy changes that deserve . Jul 4, 2016 at 7:02AM

further examination. With that in mind, let's take a closer look at the 2016 Social Security
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Trustees Report to make sure you understand the three most important highlights from it and
how they could affect Social Security's financial prospects down the road.

1. Social Security's overall financial status is largely unchanged from last year, buta
temporary fix to disability funding bought some time.

Most of the longer-term projections concerning the key retirement portion of Social Security
remained almost identical to last year's. Most recipients are covered under the Old Age and
Survivors side of Social Security, because that's the fund that pays retirees and their families
the benefits they've earned. The 2016 report left unchanged its projection that this part of the
program will pay full benefits to retirees and family members until 2035. Beyond that date,
income from payroll taxes and other sources that are earmarked for old-age benefits will cover
only 77% of the program's obligations, which is consistent with last year's figures if you
assume that the retirement portion of the trust fund is kept separate from the disability side.

However, things have gotten a lot better for the Disability Insurance portion of Social Security.
According to last year's projections, the portion of the trust fund that helps to fund disability
benefits was expected to run out of money during 2016. Lawmakers took action to reallocate
revenue toward the disability portion of the trust fund for a three-year period. According to the
2016 report, that move has pushed out the expected date of disability reserve depletion to the
third quarter of 2023 -- essentially buying about seven years before the issue will come up
again.

Eventually, most policy makers anticipate an effective merger of the two funds. The Trustees
Report says that if a merger were to occur, the combined funds would run out of money in
2034, which is the same date as last year's projections showed.
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2. Providing for Social Security's future will take sizable changes in the current law.
The Social Security Trustees Report has traditionally
presented options for policy makers to consider in fixing the
long-term financial threats to Social Security. As they have 'INSURANCE AND FEDERAL DISABILITY INSURANCE.
in the past, this year the trustees focused largely on either

increasing payroll taxes to boost revenue for the program or [

reducing benefits for Social Security recipients, either now ot

THE BOARD OF TRUSTEES, FEDERAL OLD-AGE AXD
orin the future. SURVIVORS INSURANCE AND FEDERAL DIABILITY
INSURANCE TRUST FUNDS

THE 2016 ANNUAL REPORT OF THE BOARD OF

If the government were to rely solely on a payroll tax boost

to ensure Social Security's financial future, it would take a B it T
large increase to the current payroll tax rate. Right now,
Social Security receives 12.4% of wages up to $118,500 for w

each worker. Half of the tax, or 6.2%, comes from

withholding from employee paychecks, while the other 6.2%

represents what employers owe on their employees' behalf. e
In order to keep Social Security fully solvent over a 75-year - emmm—
period -- the usual benchmark the trustees use -- that
12.4% figure would have to rise to almost 15%. The 2.58-
percentage-point increase is actually slightly smaller than last year's 2.62-percentage-point

figure, but it still represents a major gap to fill

Benefit reductions are also an option, but they would have to be draconian as well. If benefits
were reduced permanently and immediately for all current and future beneficiaries, it would
take a 16% cut to maintain solvency. If you apply the cuts only to future beneficiaries, a larger
cut of 19% is necessary. The Trustees Report suggests that lawmakers could use a
combination of strategies to close the funding gap, but the magnitude of moves necessary
shows just how daunting a challenge that will be.

3. Procrastinating a Social Security solution would be even more costly, despite some
uncertainty about the projections.

The Social Security Trustees Report acknowledges that its predictions aren't perfect, and
'some lawmakers therefore justify their delay in addressing the problem in the hope that dire
projections will prove to have been overly pessimistic. But the trustees' own sensitivity analysis
shows that the problem is very unlikely to go away by itself.
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'some lawmakers therefore justify their delay in addressing the problem in the hope that dire
projections will prove to have been overly pessimistic. But the trustees' own sensitivity analysis
shows that the problem is very unlikely to go away by itself.

Specifically, even if you assume best-case scenarios for the program, which include
assumptions like shorter lifespans for beneficiaries, lower levels of unemployment for those
paying payroll taxes, and higher fertility rates to boost the labor force, the trust fund is unlikely
to remain solvent past 2045 -- a year earlier than in last year's analysis. Moreover, worst-case
scenarios could exhaust the trust fund as early as 2029. The trustees put just a 5% chance on
the actual result falling outside this 2029 to 2045 time frame.

-_

There's therefore little reason for lawmakers to wait and hope for the best. Moreover, if they
do, the solutions become more costly. The 2016 report says that payroll taxes would have to

<

rise by nearly 3.6 percentage points in 2034 if no changes are made before then, or a 21%
reduction in all benefits would need to take effect. The government has an incentive to make

-~

less extreme moves sooner to cushion the blow.

in The 2016 Social Security Trustees Report's results didn't have any major changes from last
year, and those in the government will have to keep finding ways to make progress toward a
a longer-term solution. Otherwise, Social Security will stay on track toward greater financial
difficulties less than two decades into the future, and making financial plans about retirement
é will involve a lot more uncertainty.

The $15,834 Social Security bonus most retirees completely overlook

If you're like most Americans, you're a few years (or more) behind on your retirement savings.

But a handful of little-known "Social Security secrets" could help ensure a boost in your

retirement income. For example: one easy trick could pay you as much as $15,834 more...

each year! Once you learn how to maximize your Social Security benefits, we think you could
retire confidently with the peace of mind we're all after. Simply click here to discover how to

learn more about these strategies.

Try any of our Foolish newsletter services free for 30 days. We Fools may not all hold the same opinions, but

we all believe that considering a diverse range of insights makes us better investors. The Motley Fool has a
disclosure policy.

[ ] 2016 Social Securi
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1 Chart Explains Why You Might Not Get Your Full Social

Security Benefit

Forget the conspiracies. It's actually much simpler.
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Many of today's millennials were told -- from an early age -- that Social Security would be
insolvent when they retired. A 2014 Pew survey found that 51% believed they would receive
no benefits whatsoever in their golden years, while just 6% believe they'll get benefits at their
current levels.

But how many have a firm grasp on why Social Security is expected to deplete its Trust Fund
sometime around 2035? There are lots of theories out there. Some believe it's a giant pyramid
scheme that's bound to collapse. Others say the government has been borrowing from the Old
Age and Survivor's Insurance (OASI) Trust Fund for years without paying it back.

But those explanations are often mired in a massive misunderstanding about how Social
Security's funding works. The truth is, Social Security has always been a pay-as-you-go
endeavor, which is what makes it seem like a pyramid scheme.

And the Trust Fund has been invested in special U.S. government bonds that are legally
bound to pay a certain interest rate and repay all of the principal upon maturity. If the money
just sat in a bank account, its value would be eroded by inflation.

As Steve Vernon, a research scholar at Stanford Center on Longevity, wrote in 2012: "This
process has taken place in full view of anybody who cared to learn about it. There have been
no smoke-filled rooms where politicians sat around divvying up the earmarked money in the
Social Security trust to finance their pet projects.”
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Image source: Getty Images.

For many working Americans, Social Security is a program that's probably out of sight and out of mind. For

those on the doorstep of retirement or currently retired, Social Security is more likely than not a vital

OnOurRadar  The mostinteresting cars of 2017, you won't believe what #1 looks like!
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So, why is Social Security in so much trouble?

The answer to this question is actually a lot simpler than you might expect: There will soon be
more retirees than the nation has ever seen -- especially in proportion to the number of
workers who are paying into Social Security.

Back in 1940, there were just 1.1 million beneficiaries of Social Security, and 46.4 million
workers were paying into the system. In other words, there were about 42 workers supporting
every retiree.

But look at what's happened since then.
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© Workers @ Beneficiaries A
Year Ratio of Workers to Beneficiaries
1945 M9
1950 165
1955 86
1960 5.1
1965 4.0
1970 37
1975 32
1980 32
1985 33
1990 34
1995 33
2000 34
2005 33
2010 29
2015 27
2020 25
2025 23
2030 24
2035 24
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Social Security trust fund will be empty in 18
years

Published: July 1, 2016 6:42 p.m. ET
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By
ALICIA
H. MUNNELL

The Social Security program faces a 75-year deficit of 2.66 percent of taxable
payrolls - virtually unchanged from last year. Largely because of the Bipartisan
Budget Act of 2015, the life of the Disability Insurance trust fund - which was
scheduled for exhaustion in 2016 - has been extended by seven years. The
combined Old-Age, Survivors and Disability Insurance (OASDI) trust funds continue
to be scheduled for exhaustion in 2034.

What does a deficit of 2.66 percent of taxable payrolls mean? That figure means that
if payroll taxes were raised immediately by 2.66 percentage points - 1.33
percentage points each for the employee and the employer - the government
would be able to pay the current package of benefits for everyone who reaches
retirement age at least through 2090. Any package, however, that restores balance
only for the next 75 years will show a deficit in the following year, as the projection
period picks up a year with a large negative balance. Realistically, eliminating the 75-
year shortfall should probably be viewed as the first step toward long-run solvency.

What does exhaustion of the trust funds mean? It does not mean that Social
Security is “bankrupt.” Payroll tax revenues keep rolling in and can cover about 75
percent of currently legislated benefits over the remainder of the projection period.
Relying on only current tax revenues, however, means that the replacement rate -
benefits relative to pre-retirement earnings - for the typical age-65 worker would
drop by 25 percent.

MOST POPULAR
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How Social Security and its trust funds work

Social Security is a pay-as-you-go system. Current workers are subject to taxes on up to
$118,500 of their income, and those taxes are used to pay today's Social Security
beneficiaries. When today's workers retire, they, too, get to collect the benefits that other
people's taxed wages are paying for. The problem with this system is that in recent years,
more people (specifically, baby boomers) have been exiting the workforce than entering it, and
if this trend continues as expected, the total amount collected in Social Security taxes won't be
enough to keep up with retiree benefits.

That's where the trust funds come in. Social Security taxes are deposited into specific
accounts from which benefits are paid. The funds' assets are then invested in special interest-
bearing Treasury bonds that are redeemable when the funds need to be tapped.

While Social Security's total income is projected to exceed its total costs through 2019, starting
then, money will need to be drawn from the trust funds to cover the program'’s anticipated
income shortfall. And though there's enough money in the trust funds to keep paying
beneficiaries until 2034, at that point, the fund's reserves are expected to be depleted. When
this happens, the only income source for the program will be the money it collects via taxes.

Now the good news here is that anticipated tax revenues should be enough to pay 75% of
scheduled benefits once the trust funds run out. The bad news, however, is that for those who
rely on Social Security as their sole source of income, a 25% reduction in benefits could be
downright catastrophic.
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expensive than ours.”
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Retirees are falling short on savings

The National Academy of Social Insurance reports that as many as 65% of beneficiaries rely
on Social Security for the majority of their retirement income. Even more frighteningly, Social
Security represents the sole source of income for almost 25% of those 65 and older.

While today's retirees may not have to worry about a sudden 25% reduction in benefits, for
future retirees, it's a very real possibility -- which means that those set to retire in 2034 or later
need to take matters into their own hands and start saving independently. Currently, an
estimated 33% of Americans have absolutely no retirement savings, while 23% admit to having
less than $10,000 saved. This collective failure to save, coupled with the widespread
disappearance of pensions and other such forms of retirement income, is forcing more and
more Americans to put their faith in Social Security. But even without a reduction in benefits on
the table, today's average beneficiary receives just $1,341 in monthly Social Security income.
For many Americans, that just isn't enough to live on.

Start saving today

Unless you're willing to risk running out of money in retirement, your best bet is to forget about
Social Security -- even though the program is expected to continue paying out the majority of
its benefits for the foreseeable future. Even in its current state, Social Security is only designed
to replace about 40% of the average worker's pre-retirement income. Most people need 70%
or more of their pre-retirement income to keep up with living costs once they're no longer
working. If you're looking at retiring in 2034 or later -- which means you might face a 25%
benefits reduction -- you'll need to work even harder to bridge that gap.

But here's the bright side: If you're not planning to retire till 2034, it means you still have a
decent amount of time to amass some savings. If you manage to save $200 a month starting
tomorrow, invest it, and generate an average annual return of 8%, in 18 years, you'll have
about $90,000 for retirement. Save $500 a month, and you'll have a cool $225,000 by the time
retirement rolls around.

Even if future Social Security benefits do take a hit when the trust funds run out, you won't
suffer from that shortfall if you're smart about saving on your own. And the sooner you begin,
the better your chances of achieving financial security when it's your turn to retire.
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The $15,834 Social Security bonus you could be missing

If you're like most Americans, you're a few years (or more) behind on your retirement savings.
But a handful of little-known "Social Security secrets" could help ensure a boost in your
retirement income. For example: one easy trick could pay you as much as $15,834 more...
each year! Once you learn how to maximize your Social Security benefits, we think you could
retire confidently with the peace of mind we're all after. Simply click here to discover how to
learn more about these strategies.

Try any of our Foolish newsletter services free for 30 days. We Fools may not all hold the same opinions, but
we all believe that considering a diverse range of insights makes us better investors. The Motley Fool has a

disclosure policy.

Forget Netflix! We Think These 3 Companies Are Ready to Take
Off

Let's face it... cable television is on its way out and the “death of TV” means the $2.2
trillion entertainment industry is ripe for the picking. Right now, there’s a golden
opportunity to hijack cable’s profits as Americans continue ditching cable. Because we
think three stocks are poised to surge now that cable TV's days are numbered. And
you'd be surprised... Netflix and Amazon.com aren’t even on the list! Click here to learn
more.

social_security.docx
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By The Social Security program faces a 75-year deficit of 2.66 percent of taxable
ALICIA payrolls - virtually unchanged from last year. Largely because of the Bipartisan
H. MUNNELL Budget Act of 2015, the life of the Disability Insurance trust fund - which was
scheduled for exhaustion in 2016 - has been extended by seven years. The
combined Old-Age, Survivors and Disability Insurance (OASDI) trust funds continue MOST POPULAR
to be scheduled for exhaustion in 2034.
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What does a deficit of 2.66 percent of taxable payrolls mean? That figure means that estate bargains

if payroll taxes were raised immediately by 2.66 percentage points - 1.33
percentage points each for the employee and the employer - the government
would be able to pay the current package of benefits for everyone who reaches in revenue last season
retirement age at least through 2090. Any package, however, that restores balance — see how it stacks up
only for the next 75 years will show a deficit in the following year, as the projection against other pro
period picks up a year with a large negative balance. Realistically, eliminating the 75- sports leagues

year shortfall should probably be viewed as the first step toward long-run solvency.
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What does exhaustion of the trust funds mean? It does not mean that Social
Security is “bankrupt.” Payroll tax revenues keep rolling in and can cover about 75
percent of currently legislated benefits over the remainder of the projection period.
Relying on only current tax revenues, however, means that the replacement rate - and July 4th to your
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How did we get to a projected deficit in 2016 from a projected 75-year surplus in These stock markets
1983 when Congress enacted the recommendations of the so-called Greenspan w are leaving the rest of
Commission? In fact, deficits appeared almost immediately after the 1983 legislation the world in their wake
and increased markedly in the early 1990s (see Figure). AGE
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The reasons for the emerging deficits are shown in the table. Leading the list is the

Have You Heard? 2% Rewards On All

impact of changing the valuation period. That is, the 1983 Report looked at the Purchases

system’s finances over the period 1983-2057; the projection period for the 2016 SmartAsset.com

Report is 2016-2090. As noted, each time the valuation period moves out one year,

it picks up a year with a large negative balance. In addition, a worsening of TODAY'S DATA PROVIDED BY
economic assumptions - primarily a decline in assumed productivity growth and the INTEREST RATES Bankrate
impact of the Great Recession - has also contributed to the increase in the deficit.

Another contributor has been increases in disability rolls.
Offsetting the negative factors has been a reduction in the actuarial deficit due to B APR - Lestiieck 6 Honths
changes in demographic assumptions - primarily higher mortality for women - and (emilnizrest (REEED T DiED
methodological changes. Legislative and regulatory changes have also had a Business 1312% 13.12%  12.97%
positive impact on the system’s finances. For example, the Affordable Care Act of Student D BV 12250
2010 was assumed to reduce Social Security’s 75-year deficit through an expected Balance Transfer 14.38% 14.38% 14.17%
increase in taxable wages as a number of provisions slow the rate of growth in the Airline 15.08% 15.08% 15.02%
cost of employer-sponsored group health insurance. Reward 1529% 15.29%  15.20%

Cash Back 15.32% 1532% 15.32%

Table. Reasons for Change in Social Security’s Actuarial Deficit, 1983-2016 Instant Approval 18.04% 18.04% 18.00%
Item Change Bad Credit 2256% 22.56% 22.81%
Actuarial balance in 1983 0.02% Source: CreditCards.com

Changes in actuarial balance due to:

MARKETWATCH

Valuation period -1.92 PARTNER CENTER

Economic data and assumptions -0.85

Disability data and assumptions 0.69

Other factors* -0.03

Methods and programmatic data 0.39

Demographic data and assumptions 0.23
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muﬂ employer-sponsored group health insurance. Reward 15.29% 15.29%  15.20%

Cash Back 15.32% 1532% 15.32%
Table. Reasons for Change in Social Security’s Actuarial Deficit, 1983-2016 Instant Approval 18.04% 18.04% 18.00%
Item Change Bad Credit 2256% 22.56% 22.81%
Actuarial balance in 1983 0.02% Source: CreditCards.com
Changes in actuarial balance due to:
MARKETWATCH
Valuation period -1.92 PARTNER CENTER
Economic data and assumptions -0.85
Disability data and assumptions 0.69
Other factors* -0.03
Methods and programmatic data 0.39
Demographic data and assumptions 0.23
Legislation/regulation 0.19
Total change in actuarial balance -2.68
Actuarial balance in 2016 -2.66
*Discrepancies due to rounding.
Source: Author’s calculations based on earlier analysis by John Hambor,
recreated and updated from 1983-2016 Social Security Trustees Reports.
Regardless of how we got here; we are where we are. The bottom line is that Social
Security faces a manageable financing shortfall over the next 75 years, which should
be addressed soon to share the burden more equitably across cohorts, to restore
confidence in the nation’s major retirement program, and to give people time to
adjust to needed changes.
You're invited:
Ifyou'll be in the San Francisco Bay Area at the end of July, we'd like you to join us for a v
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income source that helps them make ends meet.
Republicans' Sweeping Social Security

Reforms Could Be Just What the Program
Needs
Statistics from the Social Security Administration found that 61% of seniors, including 71% of unmarried

elderly Social Security recipients, rely on Social Security for at least half of their monthly income. A separate
Gallup poll found very similar data, as well as an expected heavy reliance on Social Security by baby boomers
once they retire. Social Security is, without question, responsible for keeping millions of seniors out of poverty

each and every year.

Unfortunately, the program that retired workers have come to lean on so heavily during retirement could soon
fail them. Currently, Social Security is bringing in more revenue than it pays out annually, and the program has
more than $2.8 trillion in spare cash. However, beginning in the year 2020, the program's cash inflow will turn
into a cash outflow, which owes primarily to two reasons: 1) The beneficiary base is rapidly growing as baby
boomers leave the workforce en masse, and 2) Americans are living longer than ever before. The Social

Security Board of Trustees is forecasting that, by 2034, Social Security's spare cash will be all gone.

More From Fool.com

- Motley Fool Founders Issue New Stock Buy Alert
- Forget GE! Heres how to play the largest growth opportunity in history
- Forget Apple! Heres a Better Stock to Buy

- He Made 21,078% Buying Amazon, Heres His New Pick

Now here's the good news: Social Security can't go bankrupt. In 2015, more than 86% of the $920 billion the
program generated in revenue came from payroll taxes levied against working Americans. As long as people
keep working, Social Security will continue to generate revenue that it can dole out to qualified beneficiaries.
But this doesn't mean benefits won't fall in the future. The latest Trustees report suggests that benefit cuts of
up to 21% may be needed across the board to sustain this all-important social program through 2090. If you're
among the majority of pre-retirees or current retirees who are leaning heavily on Social Security, this is a

terrifying proposition.

OnOurRadar  The mostinteresting cars of 2017, you won't believe what #1 looks like!
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Social Security? the Craftsmen

Two options exist: increase revenues or cut benefits. The problem is of Commerce.

figuring out which is fairer.
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AGQis a special series that inverts the classic ¢4, taking some of the most
frequently posed solutions to pressing matters of policy and exploring their complexity.

Social Security, the intergenerational transfer of wealth that’s supposed to
prevent poverty among the elderly, turns 81 this year. And it’s not in good shape.
The culprit: demographic shifts.

For much of the last century, taxes were collected from the paychecks of workers
and distributed to retirees, who had already given to the system while they were
‘working. The problem is that the ratio of American workers to American retirees
has been falling for decades, and since 2010 Social Security has been running on
a deficit in the billions. For now, there’s enough in its reserves, from annual
surpluses from 1984 to 2010, to cover the gap. But this won’t last forever. In its
most recent report to Congress, the Social Security Board of Trustees projects
that the program’s funds will be depleted by 2034, after which only 79 percent of

‘what was promised to American retirees will be paid out.
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Indeed, the “crisis” of Social Security isn’t that it’s going bankrupt or that there
‘won't be any benefits paid out after 2034. It’s that the system may not be able to
payall of what retirees put in and were promised—an issue that, according to
‘many polls, is very important to many Americans both young and elderly. But the
answer to that problem is something that economists, politicians, and policy
‘makers have all disagreed on. So, what can be done about Social Security before
20342

ANSWER

If Social Security needs more money, raise Social Security payroll taxes so
that the program can keep paying out the promised benefits.

&« QUESTION ->

PREVIOUS Is this a fair way to fix the system? -

This s an effective, and pretty intuitive, option. Payroll taxes can be raised in
orderto cover Social Security costs. Currently, the tax rate is 6.2 percent for both
employee and employer, totaling 12.4 percent. A Gallup poll found that half of
Americans would be in favor of raising taxes in order to fund Social Security, if
the alternative was reducing benefits. This is a consistently popular solution in
warious polls about how to fix Social Security, since research shows that gradually
raising the payroll tax by just 2 percent would be enough for Social Security to be
solvent for the next 75 years. The problem is that while payroll taxes would
increase, there wouldn't be an increase in benefits (as in everyone would just be

getting the promised benefits, not more than that) as a result. Unsurprisingly,

raising everyone’s taxes s not a popular idea among most politicians.

But raising the Social Security payroll tax isn’t the only way to raise the system’s
revenues. The Social Security tax only applies to income earned below a certain
threshold—this year, it’s $118,500. So it would fall to politicians to consider

raising that cap, or eliminating it entirely.

ANSWER
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Ifgetting rid of the earnings cap would keep Social Security fully funded,
politicians should just do that.

QUESTION

But will enough politicians get on board?

Aswealthy Americans continue to get wealthier, a bigger share of their wages is
escaping the Social Security tax. So, one proposed solution s to get rid of the cap
and keep the 12.4 percent payroll tax rate, which would mean an estimated $100
billion more taxes a year for the wealthy, who currently pay a smaller proportion
of their income into Social Security compared with poorer families. Simply put,

this would close the current funding gap.
< ->

PREVIOUS NEXT

There are, of course, critics against raising the cap,
because having a higher cap (or getting rid of it) means
that the top earners in the country will pay more into
& Social Security. Conservatives opposed to raising taxes
hold the same argument for Social Security taxes,
namely that eliminating the cap would hurt GDP and

sdoning popuia answrsoprsss ) .
oyt pressing economic growth generally and that wealthy Americans

Fesdmore are already paying more income taxes. Others argue that
this means in the future when those high earners retire,
simply getting rid of the cap wouldn't completely solve

the problem.

ANSWER

Let’s change the Social Security benefits formula to reduce the size of
payouts. Or raise the retirementage. Or change the cost-of living

adjustment.

QUESTION v
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'QUESTION

These options are technically possible, but would Americans accept any of them?

Cutting benefits by 17 percent would solve the problem for the next 75 years, but
it would short-change current retirees who are counting on what they were
promised. Not to mention, they’d be getting less than they put in. If nothing is
done, Social Security can still pay out 79 percent of the promised benefits.
Reducing benefits is one of the most unpopular options, partly because it has a
greater impact for low- and middle-income families, who, unlike wealthy
families, may not have as much in the way of retirement savings. Moreover, a
reduction in benefits would likely reduce public support for Social Security

because it would probably lead people to question the fairness of the program.

Some politicians have been calling for the retirement age—the cutoft for when

&« ‘Americans can start collecting Social Security benefits—to be raised to 68. >
PREVIOUS Currently, the retirement age is 66 for those born before 1960 and 67 for those Nexr

born that year or after. Because Americans can secure larger monthly Social
Security payouts the longer they wait to start taking them, raising the retirement
age would mean that future retirees would be getting smaller monthly payouts
than anyone who retires at the same age today. Raising the retirement age, then,
‘would be a way to reduce benefits, and would mean that retirees get possibly

significantly smaller payouts.

The problem with this approach—aside from giving people less than they’d hoped
for—is that it would improve the system’s solvency, but not by enough to

completely solve the problem.

Another way to reduce benefits would be to lower the cost-of-living adjustment
(COLAY), an additional amount of money tacked onto monthly payments
according to how expensive it is to buy basic goods that year. Currently, the

COLA s based on the consumer price index. But many experts disagree about

Index Chart ) Tl 11:53 AM
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‘with lowering COLA is that the reductions accumulate over time, so the oldest
Americans would see the largest reductions. And it’s expected that poverty rates
would increase from reducing COLA, because a decrease in benefits, on the
margin, is more likely to affect poorer Americans than wealthier ones. One
‘middle of the road option is using what's called chained-CP1 (a version of the
consumer price index that takes into account substitutes, and thus rises slower)

but neither would do all that much to improve solvency.

ANSWER

Maybe not everyone needs social security equally. We should conduct
means-testing and eliminate Social Security benefits for people who
already have enough saved up for retirement.

« >

PREVIOUS QUESTION NEXT

Would means-testing be fair?

‘This is how Medicaid works: All Americans pay in, but those found to have
enough means, and thus don’t require government assistance, don’t qualify for
the program. But, of course, there are a couple arguments against doing the same
thing for Social Security. First, it seems unfair. Second, there’s a possibility that it
might not even save that much money since so few people are in a good financial

position going into retirement.

Yet again, things are more complicated than they'd seem.

ANSWER

No solution seems fair to everyone, so maybe Social Security should just
borrow money from somewhere else so it can pay outall of its promised
benefits.

QUESTION

3. ) Tl 11:53 AM
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QUESTION

Does this defeat the mission of Social Securit

That's the heart of the problem with Social Security solvency: No solution seems
quite fair enough. And borrowing money or getting an injection of cash from the
government budget violates Social Security’s main premise, which is that it’s

designed to be a wholly self-financed system.

Similar to this idea is that Social Security could find a new revenue stream to
generate more income to cover payments. Currently, by law, Social Security trust

<~ funds are invested in safe, low-return, federal-government securities. So,

Prgvious theoretically, the funds could be invested in other ways—like being put toward
stocks—to generate more revenue. But this is considered an extreme option
because private securities can be risky, and would probably create headaches

down the line.

‘The good thing about solving Social Security is that there really are only two basic

answers: increase revenue or reduce benefits.

‘The question is: How should the U.S. do itin a way that not only feels fair, butis

also politically viable and can feasibly make it through Congress?

Inthe end, the biggest question might be whether anyone is willing to do
anything about it until 2034. After all, the 1983 funding rules came just months

before expected insolvency and required bipartisan compromise.

Maybe there’s an answer we haven't considered yet. Drop your thoughts into an email
to hello@theatlantic.com.
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The Man Who Accidentally
Invented Filmmaking

A stop-motion animation tells the story of
Eadweard Muybridge.
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As the poor die earlier, Social
Security isn't paying off
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Death and taxes may be inevitable, but they hit the rich and poor in different —
and sometimes unfair - ways.

That's increasingly evident with the expected life spans of today’s workers, given
that low-income Americans are projected to die as many as 13 years earlier than
their wealthier cohort, while a century ago the rich and poor had relatively
identical lifespans, according to new research into longevity and retirement from
the Government Accountability Office that was prepared for Democratic
presidential candidate Sen. Bernie Sanders (D-VT).

Check that all networ

Verfy that airplane

Make sure your wireh

The growing gap between the lifespans of the rich and poor is eating away at the Seeif you can conne:

benefits that poor workers can expect from Social Security, the report found.
American men who make about $20,000 annually are likely to lose as much as 14
percent of their Social Security lifetime benefits because of their shorter-than-
average lives, while men making $80,000 per year stand to see a gain of 18
percent in their benefits given their additional years on earth, the report found.
Boosting the retirement age would only exacerbate those disparities, the GAO

!
o You're ni
Because poor Americans often rely on Social
Security as their sole means of support in t k
retirement, boosting the retirement age would n e WO r
provide a double-whammy to many low-income
workers. They'd still die at an earlier age than rich
Americans, while also being penalized if they
couldn't continue working until an even older full 10 Ways to Make Traveling with Kids

Play vieo retirement age. aBreeze
navigating Social Follow these simple but
Tips for Ing Social  pierty should not be a death sentence," Sanders, e L
Security's complicated horonis . e Prior Forlth and brilliant rules to make
system e ranking member on the Primary Health an traveling with your little
Retirement Security Subcommittee, said in a p————
statement. "When over half of older workershave  synsored oy sest estem

no retirement savings, we need to expand, not cut, Social Security so that every
American can retire with the benefits they've earned and the dignity they deserve.”

. . X
Social Security Sucks
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Currently, workers can claim Social Security retirement benefits when they turn Soclal Security Sucks A
62 years old, but take a reduced benefit at that age. Its by far better tohold offon  Born before 19697 You can get an
claiming Social Security as long as one can, given that benefits increase at full extra $4,008 monthly with this »

retirement age, which is currently 66 for people born between 1043 to 1054.
Benefits are highest if seniors can wait to claim until they turn 70, although that's

tougher for poor Americans, given that the majority lack other sources of
retirement funds.

"Lower-income groups, in particular, may be more adversely affected by certain
proposed changes because they are more reliant on Social Security retirement
benefits and because they have shorter-than-average life expectancy,” the report
said. "It is important that any proposals to change the Social Security program
take into account how disparities in life expectancy affect the total benefits Watch CBSN Live
received by different groups over their lifetimes.”

People vs. OJ Simpson: Is The
At the heart of the issue is the progressive structure of the Social Security system, Show Accurate?
which is geared toward helping poorer Americans in old age by redistributing
income from higher earners. But as life expectancies are increasingly determined
by income, the program s losing its progressive edge. Donald Trump Goes After

Reporters For Not Letting Him

It's not only the shorter lives of the poor that are eating into their retirement Eat His Eggs
benefits, but the fact that many retire earlier. About 56 percent of men and women
in the bottom third of the mid-career income distribution start claiming Social
Security at 62, while only 14 percent hold off until they reach 66 years old, the

Brookings Institution found earlier this year.

Donald Trump Hits Kasich For
Staying In Race

U.S. Kills ISIS Commander

The life expectancy gap may be growing due to differences in smoking rates and
P yespmay e s £ After Death Of Marine

health care coverage among the rich and poor. A high-income man born in 1920
had a life expectancy of 70.3 years, while a poor man born the same year was
projected to live 5 fewer years. For men born in 1040, that gap has widened to 12
years, Brookings found. The GAO report cited six reports on life expectancy that
all found gaps between rich and poor Americans, with the differences in years of
life ranging from 3.6 years to almost 13 years.

Donald Trump Interview After
Rough Campaign Week

While wealthier Americans are living longer, poor white workers have been hit by
issues including drug and alcohol abuse. Death rates for whites between 45 to 54
have increased half a percent per year since 1008, the Princeton University m Trump urges investors to shun

Latest Features

economists Anne Case and Angus Deaton found last year. stocks, warns of ‘massive”
recession
Given that Social Security's combined reserves may be dry by 2034, policy makers

are floating ideas such as raising the retirement age. But there are other ways to
boost the program’s reserves, including lifting the cap on taxable wage income,
which now stands at $118,000, or raising the payroll tax.

As the poor die earlier, Social
Security isn't paying off

© 2016 CBS Interactive Inc.. All Rights Reserv Tesla 3 gets more than a
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Should | Take Social Security at Age 627? ’

Let's look at the factors involved in making this key decision -- which doesn't always come down to a strict
maximizing-your-dollars calculation.

IMAGE: WWW.401KCALCULATOR.ORG.

When to claim Social Security is one of the most important decisions you'll make about your
retirement. Most people could start getting benefits when they turn 62, but there are many
factors that go into determining whether claiming that early is the best decision. Here are some
of the things that you should consider in making your choice.

The key trade-off: less now or more later

The fundamental question here is whether you want a larger number of smaller checks starting
now, or a smaller number of larger checks starting later. Taking Social Security at 62 means all
of your payments will be 25% less than what you'd get at full retirement age of 66, while
waiting until 70 gives you a 32% boost over your age-66 Social Security check.

AUTHOR

Dan Caplinger
(TMFGalagan)

Dan Caplinger has been a contract writer for the Motley Fool
since 2006. As the Fool's Director of Investment Planning, Dan
oversees much of the personal-finance and investment-planning
content published daily on Fool.com. With a background as an
estate-planning attomey and independent financial consultant,
Dan's articles are based on more than 20 years of experience
from all angles of the financial world.
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3 Top Tax Breaks Every Investor Should

(And in fact, because the amount you get is based on your 30 highest-earning years, the gains Remember

from waiting could be larger: The percentages above don't factor in the added boost to your
checks you could accrue by adding a few more end-of-career, higher-income years to the

How to Get Your Bi t Tax Deducti
benefit calculation.) ow to Get Your Biggest Tax Deduction

The potential to get larger checks is the main reason why many financial advisors suggest What You Need to Know About IRA Taxes in 2016
waiting beyond age 62 whenever possible. However, other factors can play a key role in the
decision. Don't Make These 3 College Savings Mistakes

Can you afford to wait?

Unfortunately, many people don't have a realistic option of waiting to take Social Security later
than age 62. If you've been laid off or given early retirement from your job, and haven't been
able to find work, Social Security might well be your only source of regular income. In that
case, taking benefits at your first opportunity may be necessary if you want to avoid being
unable to make ends meet at all.

Life expectancy

How long you're likely to live is a question that financial advisors tend to focus on when giving
advice on when to claim Social Security. Those with healthy family histories have better odds
to get more out of waiting beyond age 62, because the larger size of the payments they get
should continue long enough to outweigh the impact of receiving a lower number of payments
in their lifetime. If risk factors lead you to assess your life expectancy more pessimistically,
then claiming earlier can be the better financial option.

Family situation

Claiming Social Security benefits opens the door for a spouse or eligible children to claim
family benefits on your work history as well. If you don't have close family who are eligible for
benefits, then you can make your decision based solely on your own personal needs. But if
you do have family members who could make Social Security claims, the decision you make
can have an impact on their ability to get benefits as well.

Should I Take Soci X3 | w3 social_security.docx .. i % 1137AM
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Republicans introduce sweeping Social Security reforms [ —— ~
Reforms Could Be Just What the Program

Needs

Reforms need to be made to Social Security to keep the program as healthy as possible for future generations.
While more than a dozen possible fixes have been proposed (some of which resolve a portion of the budgetary

shortfall), Congress has been unable to agree upon a solution.

Last month the Republican chairman of the Ways and Means Social Security subcommittee, Rep. Sam Johnson
(R-Texas), laid out his encompassing plan to "save Social Security," which included more than a half-dozen
talking points. While I'd encourage you to read up on the plan in more detail, here's the meat and potatoes of

what Johnson's Social Security reform calls for:

« The Social Security Reform Act of 2016 would gradually raise the full retirement age from 67 (which will be the
FRA by 2022) to age 69.

« The taxation of Social Security benefits would begin to phase out in 2045 and be eliminated completely by
2054,

« The Consumer Price Index for Urban Wage Earners and Clerical Workers (CPI-W) would be replaced as the figure

tied to Social Security's cost-of-living adjustments (COLA) in favor of the Chained CPI

« The retirement earnings test, whereby the Social Security Administration can withhold a portion of your

benefits if you earn more than a stated threshold in a year, would be abandoned

« Lower-income retirees would see their benefits increase, and the minimum retirement benefit would be lifted

for those who worked at least 11 years.

As you might have imagined, the Republican proposal has received harsh criticism. For instance, raising the
retirement age reduces payouts for all Social Security recipients based on where the full retirement age stands
now. The Chained CPI also grows at a slower rate than the CPI-W, suggesting that retired workers would see

smaller benefit raises in the future than they're receiving now.

Yet putting aside these negatives, the sweeping reforms suggested by Republicans could be just what Social
Security needs.

OnOurRadar  The mostinteresting cars of 2017, you won't believe what #1 looks like!
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Those who have other sources of retirement income, such as a workplace retirement plan, a

monthly pension benefit, or personal savings, have more flexibility about when to choose to
start taking Social Security. For instance, if you have substantial assets in a 401(k) or
traditional IRA, then tapping those accounts to fund your early retirement years can let you
defer Social Security past age 62 in favor of getting larger monthly payments later. However, if
the tax consequences of immediate retirement account withdrawals are unappealing to you,
then you can plan to supplement smaller monthly Social Security checks with future
distributions from IRAs and 401(k)s at a more measured rate.

Priorities in enjoying retirement

Finally, most of the financial analysis you'll see on Social Security centers on the pure dollar
amount of the Social Security benefits you'll receive. What analysts can't do is assign your own
personal value not just on how much money you get but also when you get it. Many people
take early benefits at age 62 because they're willing to accept less money later in order to have
the means to pursue their retirement dreams early in their golden years. That's consistent with
economic theories of utility, even though it can end up leaving dollars on the table from a pure
mathematical standpoint.

~ € =

5

Deciding whether to claim Social Security at 62 isn't easy, and the choice you make will have
consequences for the rest of your life. By looking at these factors, you can make your own
personal assessment of which strategy makes the most sense for you.

D K

The $15,978 Social Security bonus most retirees completely overlook

If you're like most Americans, you're a few years (or more) behind on your retirement savings.
But a handful of little-known "Social Security secrets" could help ensure a boost in your
retirement income. In fact, one MarketWatch reporter argues that if more Americans knew
about this, the government would have to shell out an extra $10 billion annually. For example:
one easy, 17-minute trick could pay you as much as $15,978 more... each year! Once you
learn how to take advantage of all these loopholes, we think you could retire confidently with
the peace of mind we're all after. Simply click here to discover how you can take advantage of

these strategies. v
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A strategy for 62

The average life expectancy for someone who is currently 60 years old is in the 80s. However, heart disease, cancer, and

many age-related conditions mean that many Americans will sadly pass away sooner than that. In those instances, collecting

Social Security early, paying taxes on it as necessary, and letting those checks compound as investments in an investment Why Natus Medical Inc. Reported Lower Tc
portfolio can result in a bigger estate than waiting until age 70.

Art deco-style building planned for historic

3 Reasons Twitter Stock Could Fall
For example, let's say a single retiree named Joe takes his Social Security at age 62 and passes away at 75. Let's also

assume that Joe's full retirement benefit is $1,000 a month, and taking Social Security early results in a reduced payment of
$750 per month. If Joe invests that $750 every month between age 62 and age 75 in an investment that earns a conservative
6% per year, then he will have added $169,941 to his estate by age 75.

Delta Air Lines, Inc. Goes to Mediation Witt

BP Prudhoe Bay Royalty Trust Was Obliter:

Now let's assume that Joe waited until age 70 to begin collecting his benefit. At age 70, Joe's monthly check would be 132%
of his full retirement benefit, or $1,320. If Joe invests that $1,320 monthly check into an account that generates the same 6%
interest, then his account would be worth $89,292 upon his death at age 75.

In this case, delaying Social Security results in a portfolio that is worth significantly less than it would be if benefits were taken
early.

~
SERVE

Not for everybody BREAKFAST IN

Yes, this strategy could result in a bigger nest egg, but there are a lot of "ifs" associated with it. There's no guarantee of a
particular investing return, and in fact, the retiree's investments could decline in value. Meanwhile, the Social Security benefit
increase for delaying until 70 is guaranteed (barring an unlikely failure of the Social Security system). ——

This investment strategy will work best for people with pension income to cover their everyday bills, including taxes on their

Social Security payments, but it can also be great for people with large self-funded investment accounts to slow the pace of Stay Connected A
how quickly those accounts are drawn down.

Americans who are withdrawing living expenses from a traditional IRA or 401(k) plan should consider investing their Social n g m
Security income in a Roth IRA. Although traditional IRAs require withdrawals at age 70-1/2, people can invest in a Roth IRA
up until their death, and doing so may allow them to pass more tax-advantaged on to heirs. @
Couples need to consider other variables too, including the life expectancy of their spouse and the fact that their surviving

httpy//iw55cnet/cl7t=18btid=RTdBMZEZNJBENKY 1REM1MnxDRK1yS0xOQ2F PFDEONTK30TQSMDcyODZ8MXwwRIUXNZNISHZBDBSRFRIZjd2...r the 229% of private-sector workers MOST POPULAR v
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How Canthe U.S. Salvage Social Security? T W & A

How Can the U.S. Salvage
Social Security?

Two options exist: increase revenues or cut benefits. The problem is

figuring out which is fairer. 4
Helping
000000 OO retailers

v e o [EE open digital
storefronts

A& Qis aspecial series that inverts the classic Q¢rA, taking some of the most tO se I I aroun d
frequently posed solutions to pressing matters of policy and exploring their complexity. t h e Wo I.I d

Social Security, the intergenerational transfer o-f ‘wealth tha.t's supp-osed to i ©
prevent poverty among the elderly, turns 81 this year. And it’s not in good shape.
The culprit: demographic shifts.

For much of the last century, taxes were collected from the paychecks of workers

itn (@)
and distributed to retirees, who had already given to the system while they were [Pz b

working. The problem is that the ratio of American workers to American retirees
has been falling for decades, and since 2010 Social Security has been running on
a deficit in the billions. For now, there’s enough in its reserves, from annual
surpluses from 1984 to 2010, to cover the gap. But this won’t last forever. In its
most recent report to Congress, the Social Security Board of Trustees projects
that the program’s funds will be depleted by 2034, after which only 79 percent of

‘what was promised to American retirees will be paid out.

How Should the U W C:\My Webs\wpfs oz x3 | wdsocial security.docx Windows Defender
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Indeed, the “crisis” of Social Security isn’t that it's going bankrupt or that there
won't be any benefits paid out after 2034. It’s that the system may not be able to
pay all of what retirees put in and were promised—an issue that, according to
many polls, is very important to many Americans both young and elderly. But the
answer to that problem is something that economists, politicians, and policy
makers have all disagreed on. So, what can be done about Social Security before
20342

ANSWER

If Social Security needs more money, raise Social Security payroll taxes so

< N .
PREVIOUS that the program can keep paying out the promised benefits. =

QUESTION

Is this a fair way to fix the system?

This is an effective, and pretty intuitive, option. Payroll taxes can be raised in
order to cover Social Security costs. Currently, the tax rate is 6.2 percent for both
employee and employer, totaling 12.4 percent. A Gallup poll found that half of
Americans would be in favor of raising taxes in order to fund Social Security, if
the alternative was reducing benefits. This is a consistently popular solution in
wvarious polls about how to fix Social Security, since research shows that gradually
raising the payroll tax by just 2 percent would be enough for Social Security to be
solvent for the next 75 years. The problem is that while payroll taxes would
increase, there wouldn’t be an increase in benefits (as in everyone would just be

getting the promised benefits, not more than that) as a result. Unsurprisingly,

raising everyone’s taxes is not a popular idea among most politicians, v
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But raising the Social Security payroll tax isn’t the only way to raise the system’s
revenues. The Social Security tax only applies to income earned below a certain
threshold—this year, it’s $118,500. So it would fall to politicians to consider

raising that cap, or eliminating it entirely.

ANSWER

If getting rid of the earnings cap would keep Social Security fully funded,
politicians should just do that.

QUESTION

But will enough politicians get on board?

As wealthy Americans continue to get wealthier, a bigger share of their wages is
escaping the Social Security tax. So, one proposed solution is to get rid of the cap
and keep the 12.4 percent payroll tax rate, which would mean an estimated $100
billion more taxes a year for the wealthy, who currently pay a smaller proportion
of their income into Social Security compared with poorer families. Simply put,

this would close the current funding gap.

There are, of course, critics against raising the cap,
because having a higher cap (or getting rid of it) means
that the top earners in the country will pay more into
Social Security. Conservatives opposed to raising taxes
hold the same argument for Social Security taxes,
namely that eliminating the cap would hurt GDP and

economic growth generally and that wealthy Americans
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conundrums reiopresg economic growth generally and that wealthy Americans
Readmore

are already paying more income taxes, Others argue that

this means in the future when those high earners retire,

simply getting rid of the cap wouldn’t completely solve
the problem.

ANSWER

Let’s change the Social Security benefits formula to reduce the size of
payouts. Or raise the retirement age. Or change the cost-of-living
adjustment.

PREVIOUS NEXT
QUESTION

These options are technically possible, but would Americans accept any of them?

Cutting benefits by 17 percent would solve the problem for the next 75 years, but
it would short-change current retirees who are counting on what they were
promised. Not to mention, they’d be getting less than they put in. If nothing is
done, Social Security can still pay out 79 percent of the promised benefits.
Reducing benefits is one of the most unpopular options, partly because it has a
greater impact for low- and middle-income families, who, unlike wealthy
families, may not have as much in the way of retirement savings. Moreover, a
reduction in benefits would likely reduce public support for Social Security

because it would probably lead people to question the fairness of the program.

Some politicians have been calling for the retirement age—the cutoff for when
Americans can start collecting Social Security benefits—to be raised from 66 to

68. Because Americans can secure la;
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68. Because Americans can secure larger monthly Social Security payouts the
longer they wait to start taking them, raising the retirement age would mean that
future retirees would be getting smaller monthly payouts than anyone who retires
at the same age today. Raising the retirement age, then, would be a way to reduce

benefits, and would mean that retirees get possibly significantly smaller payouts.

The problem with this approach—aside from giving people less than they’d hoped
« for—is that it would improve the system’s solvency, but not by enough to RN

completely solve the problem.

PREVIOUS NEXT

Another way to reduce benefits would be to lower the cost-of-living adjustment
(COLA), an additional amount of money tacked onto monthly payments
according to how expensive it is to buy basic goods that year. Currently, the
COLA is based on the consumer price index. But many experts disagree about
whether the consumer price index is a good measure of inflation. Another issue
with lowering COLA is that the reductions accumulate over time, so the oldest
Americans would see the largest reductions. And it’s expected that poverty rates
would increase from reducing COLA, because a decrease in benefits, on the
margin, is more likely to affect poorer Americans than wealthier ones. One
middle of the road option is using what’s called chained-CPI (a version of the
consumer price index that takes into account substitutes, and thus rises slower)

but neither would do all that much to improve solvency.

ANSWER v
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ANSWER

Maybe not everyone needs social security equally. We should conduct
means-testing and eliminate Social Security benefits for people who
already have enough saved up for retirement.

QUESTION

‘Would means-testing be fair?

This is how Medicaid works: All Americans pay in, but those found to have
&« enough means, and thus don’t require government assistance, don’t qualify for N
PREVIOUS the program. But, of course, there are a couple arguments against doing the same NEXT
thing for Social Security. First, it seems unfair. Second, there’s a possibility that it
might not even save that much money since so few people are in a good financial

position going into retirement.

Yet again, things are more complicated than they’d seem.

ANSWER

No solution seems fair to everyone, so maybe Social Security should just
borrow money from somewhere else so it can pay out all of its promised

benefits.

QUESTION

Does this defeat the mission of Social Security?





image85.png
()| B hetpy o theatiantic.com/business/archive, social-security; google_editors_picks=true
LA business/archive/2016/04/social /476331 /7g00gle_edl K

How Should the U.S. Fix Soc. ‘ ‘

File Edit View Favorites Tools Help

SUBSCRIBE SEARCH MEN

How Canthe U.S. Salvage Social Security? T %

That’s the heart of the problem with Social Security solvency: No solution seems
quite fair enough. And borrowing money or getting an injection of cash from the
government budget violates Social Security’s main premise, which is that it’s

designed to be a wholly self-financed system.

Similar to this idea is that Social Security could find a new revenue stream to
generate more income to cover payments. Currently, by law, Social Security trust
funds are invested in safe, low-return, federal-government securities. So,
theoretically, the funds could be invested in other ways—like being put toward
stocks—to generate more revenue. But this is considered an extreme option

because private securities can be risky, and would probably create headaches

& down the line. ->

PREVIOUS NEXT

The good thing about solving Social Security is that there really are only two basic
answers: increase revenue or reduce benefits.

The question is: How should the U.S. do it in a way that not only feels fair, but is

also politically viable and can feasibly make it through Congress?

In the end, the biggest question might be whether anyone is willing to do
anything about it until 2034. After all, the 1983 funding rules came just months

before expected insolvency and required bipartisan compromise.

Maybe there’s an answer we haven’t considered yet. Drop your thoughts into an email
to hello@theatlantic.com.
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August has no national holidays, but there’s one day | think every American should
Haters, Leave Olympic celebrate. That's August 14: Social Security’s birthday. Today, the dependable
%l::r:pAlI(:)r:‘:abby Douglas family protection plan is 81 years young. Polls show it's more popular than ever. It's

loved by young and old, Democrat, Republican and Independent.

Why that's so is no mystery. For millions of American workers, Social Security is the
only pension plan and the only insurance policy — protecting their family in the
event of their death or disability. Benefits are earned with every paycheck. If you
work and pay into the system, you can expect a benefit.

One of the key strengths of Social Security is that it's a nearly universal system. It
touches all of us and brings us together as a national community. It symbolizes our
core values - a tangible example of neighbor helping neighbor, generation helping
generation. Social Security is an important way in which Americans protect each
other from the hazards of life.

Unlike some other benefit programs that help the poor, Social Security was
designed to keep Americans out of poverty. It helps Americans at all income levels, v
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To begin with, raising the retirement age, while certainly a touchy subject, is probably a smart move for the

w foxbusiness.com/markets/2017/01/02/republicans-sweeping-social-security-reforms-could-be- + @ & ‘( Republicans Sweeping Soci. ‘ ‘

program over the long run. The architects of Social Security never envisioned Americans living to nearly 79
years of age, on average, when the bill became law in 1935. Over just the past 50 years, we've witnessed life
expectancies increase by roughly nine years, according to data from the Centers for Disease Control and
Prevention. Increasing the retirement age gradually to 69 years would encourage healthier adults to work
longer, adding more payroll tax revenue to the program while presumably also reducing the number of years
the program will be making benefit payments to retirees. In simpler terms, it would update the program to

reflect longer life expectancies, and that could be a good thing.

Eliminating the taxation of benefits would remove what amounted to a little more than 3% of Social Security's
revenue in 2015. However, it could also have a profound effect on lower- and middle-income elderly

Americans.

The amendment that implemented a federal tax on Social Security benefits went into effect in 1983. Here's the
kicker: Congress hasn't adjusted the tax thresholds for inflation over the past 33 years. Thus the annual income
thresholds of $25,000for individuals and $32,000 for joint filers are the same today as they were in 1983, and
therefore 56% of Social Security recipients were forced to pay tax on a percentage of their benefits in 2015
compared to about 10% of beneficiaries in 1983. Eliminating this tax would be a major relief for those lower-
and middle-income seniors who are earning $25,000-$40,000 annually in retirement but are forced to hand

over money to Uncle Sam that they could sorely use.
Image source: Getty Images.

Even switching to the Chained CPI from the CPI-W could be viewed somewhat positively. The reason the

OnOurRadar  The mostinteresting cars of 2017, you won't believe what #1 looks like!

[ M C\My Webs\rwpfs o x¥ | wdsocial securitydocx .. | @ ~ i) fl % 10:10AM





image87.png
A
NSWASY

File Edit View Favorites Tools Help

httpy/fwww huffingtonpost.com/steve-regenstreif/today-is-a-national-holid_b_11512128 html Y ‘ | Today Is A National Holida,

Today Is A National Holiday: Happy Birthday, Social Security

but is most critical for those in the middle, who can easily lose their standard of
living when paychecks stop. Fear of a shrinking middle class and what that means
for a nation that was built on a growing middle class is at the center of all the
volatility. So why has Social Security largely been left out of the conversation?
There’s no better example of a system that serves the middle, as well as those
striving to get there.

That's why Social Security should be a major focus in every election year and it
should be part of the political conversation. We should all ask ourselves which
candidates for President and Congress give Social Security the respect it deserves.
Which candidates truly recognize this compact between the government and its
people and will honor the sacred promise that Social Security represents? If a
candidate for office doesn’t “get” that concept, do they really understand what the
American people want and need from their leaders?

During this campaign, it's clear that only one candidate “gets it": Hillary Clinton. if
you care about protecting and strengthening Social Security, you should support
Hillary Clinton. Time and again, she has defended Social Security against
Republican attacks; time and again, she has said that she won't cut Social Security,
that she’ll expand it; and time and again, she has underscored that we all have an
obligation to each other - that America is at is best when we stand together. This is
a stark contrast to Donald Trump, who has called for privatizing Social Security and
raising the retirement age to 70, and who has repeatedly dismissed concerns about
seniors being unable to afford retirement, telling them to “just keep working.”

Social Security is a “big tent” program. It’s one of the ways that America shows
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raising the retirement age to 70, and who has repeatedly dismissed concerns about
seniors being unable to afford retirement, telling them to “just keep working.”

Social Security is a “big tent” program. It’s one of the ways that America shows
we're all in it together. It's amazing that one system offers so many answers - not
only for the problems we face as individuals, but for our nation as a whole. Social
Security provides income to those who age out of the workforce, clearing the way
for younger workers to move up in the job world. It does the same for workers who
become disabled and can no longer hold the job that supports their family. When a
bread-winning parent dies, Social Security provides benefits to their children. All this
from a system that's self-funding, paid for by the paycheck contributions of
American workers.

Clearly, if we didn’t already have Social Security, we’'d have to invent it. It's a pillar
of the American economy. In times of recession, when fewer people are working
and when 401(k)’s are losing value, Social Security checks keep on coming. That
translates into more dollars spent in our communities. Local businesses can stay
open and continue to pay their workers, which helps lift the entire economy.

So today, on Social Security’s birthday, we should all look back and thank the
geniuses who devised this ingenious system. Hats off to FDR, Frances Perkins and
all their colleagues who made it possible. But tomorrow, we need to pivot to the
future, because Social Security is timeless and has answers that transcend time
and space. Let's build on its solid structure and expand its benefits. Let’s find new
ways for Social Security to help us solve our problems. Let's make Social Security
part of the political conversation in 2016. We can do it together.
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Judy Moses, 71, prepares to be arrested during a protest in 2011 against cuts to federal safety net programs, including Social Security,
Medicare and Medicaid. (Scott Olson/ Getty Image:
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+What should the next president do to make Social Security more
sustainable?

Alicia H. Munnell is the director of the Center for Retirement Research at Boston College and the Peter F.
Drucker professor of management sciences at Boston College’s Carroll School of Management. In the
1990s, Munnell served as assistant secretary of the Treasury for economic policy and as a member of the

president’s Council of Economic Advisers.

Even though the future of Social Security has received little attention during this campaign, the next
president will have to decide how to approach the program’s problems. Absent any legislation, the Social
Security Trust Fund will be exhausted by the mid-2030s, requiring a 25 percent cut in benefits. Sensible

policymakers should make changes now in order to avoid abrupt changes later.

Neither candidate has recommended cutting Social Security benefits. Indeed, several factors argue against
benefit cuts. The need for retirement income is increasing because people are living longer and health-care
costs are high and rising. At the same time, retirees are already receiving less from Social Security — relative
to their earnings — as the retirement age gradually rises to 67; as Medicare premiums take a bigger chunk
out of benefits; and as more retirees will have their benefits taxed under the personal income tax. Employer-
sponsored retirement plans are also increasingly in the form of 401(k)s with very modest balances, and half
the private-sector workforce does not participate in any type of employer-sponsored plan at any given time.

Simply put, more and more Americans just don’t have enough for retirement.
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That is, if the payroll tax rate were raised immediately by roughly 2.66 percentage points — 1.33 percentage
points each for the employee and the employer — the government would be able to pay the current package
of benefits for everyone who reaches retirement age at least through 2090. But raising the payroll tax, which

has no deductions or exemptions, places a significant burden on low-wage workers.

In addition to raising payroll tax rates, other options exist for increasing revenue to eliminate the deficit,
such as broadening the payroll tax base by including the value of employer-paid health insurance premiums

or increasing the cap on taxable earnings — currently $118,500 — to cover, say, 90 percent of earnings.
—_—
CONTENT FROM EPIX NETWORK. °
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no room for the mistakes that normal people

Another alternative that merits some consideration is to move the cost burden associated with Social
Security’s legacy debt — costs accumulated by paying benefits to earlier generations far in excess of their
contributions. Soon after the program was set up in the 1930s, the first recipients were only required to pay
taxes for a short period before becoming eligible for benefits. For example, the first recipient, a woman
named Ida May Fuller, worked under Social Security for less than three years and ended up collecting
Denefits for 35 years. Many of the early beneficiaries had fought in World War I or had suffered losses in the
Great Depression, so the decision may have been wise. But the cost of that decision was to forgo the buildup

of a trust fund whose accumulated interest could have covered a substantial part of today’s benefits.

The question now is whether current and future workers should be asked to pay the higher payroll tax
resulting from the decision to give away the trust fund, or whether they should in essence be asked to pay
simply what they would have to contribute in a fully funded system. One could argue that the legacy burden
should be borne by the general population, in proportion to each taxpayer’s ability to pay under the federal
personal income tax. The legacy debt must be paid one way or another, but the income tax is a more

equitable mechanism than the payroll tax. With the legacy debt transferred to the income tax, our current

payroll taxes would cover scheduled benefits.
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WASHINGTON, DC Missouri Sen. Claire McCaskill is promising to “raise a ruckus” about what she says is
false information in a Social Security Administration website.

McCaskill expressed disappointment and dismay
with the Social Security Administration after a report
illustrated that the agency is not providing
prospective retirees the information they need to
make an informed decision about what age to claim
Social Security benefits.

The hearing Tuesday of the bipartisan Senate Aging
Committee, led by McCaskill and Republican Susan
Collins of Maine, came after they requested that the
Government Accountability Office study ways in
which the Social Security Administration can improve and clarify the information it provides to eligible
individuals to ensure that they have a complete understanding of the factors that will affect their retirement
benefits.

Sen. Claire McCaskill, (D) Missouri

The report discovered that seniors were getting poor guidance from Social Security Administration field
offices about claiming their Social Security benefits. Though the Government Accountability Office had
planned to send in undercover “secret shoppers” to get an inside look at the information seniors were
getting, auditors canceled that portion of the examination after observing the scope of problems during
their official visits. The report detailed that agency employees were often encouraging retirees to engage in
strategies that caused individuals to file earlier for their benefits—which reduces their lifetime benefits and
is often not in an individual's financial interest.

Click Here To
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The report discovered that seniors were getting poor guidance from Social Security Administration field
offices about claiming their Social Security benefits. Though the Government Accountability Office had
planned to send in undercover “secret shoppers” to get an inside look at the information seniors were
getting, auditors canceled that portion of the examination after observing the scope of problems during
their official visits. The report detailed that agency employees were often encouraging retirees to engage in
strategies that caused individuals to file earlier for their benefits—which reduces their lifetime benefits and
is often not in an individual's financial interest.

Click Here To
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A variety of bipartisan commissions have in recent years implored the agency to do more to educate the
public about the benefits of waiting to claim Social Security and the downsides of claiming too early.

McCaskill noted to a top Social Security Administration official that even its website suggested that it
“doesn’t make any difference” when retirees claim. McCaskill pointed out the statement is flatly
contradicted by many researchers and financial planners.

“So we have right here on the source for someone who is retiring a sentence on your website that is flatly
false,” McCaskill said. “For years bipartisan groups have been asking you to provide more information. Why
can't you do that? | swear, | am going to raise a ruckus about this until this website gets fixed. It is
outrageous that is says that on this website—cause it's simply not true. And hundreds and thousands of
dollars that seniors deserve are going unclaimed.”

McCaskill asked the agency to initiate fixing the website within the next 30 days.
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For 81 years, it's been a financial safety net for retirees. But in just 18 Today‘S Mortgage Rate
years, Social Security could run out of money.

Current projections show in 2034, the Social Security trust funds could 2 ; 5 %
.

be broke. While the program is facing a long term funding shortfall,
millions of current retirees who rely on Social Security benefits are APR
struggling to stretch those dollars.

. N - . - Calculate New Payment
Next year the Social Security Administration’s cost of living (COLA)

increase will be just 0.3 percent. For the average senior that would

increase their monthly benefits check by $4. Last year, however, there Ergesgned SR SRR

was no cost of living increase at all. 15-Year Fixed 275%  2.75% APR
Why is the cost of living increase so small? 5/1 ARM 3.13%  3.17% APR
"The simple answer is inflation is very low,"” New York Times writer Neil $225k 5/1 ARM  $964/mo  3.17% APR

Irwin explained to CNBC's "On the Money” in an interview. "Energy
prices have been falling, food prices have fallen some,” Irwin said.
"Therefore there's a very low cost increase.”
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services tracked by the federal government. Increases have ranged
from more than 14 percent in 1980 to last year's zero change.

Despite relatively low fuel and food prices, The Times' Senior Economic
Correspondent said there's "plenty of costs that especially seniors —
especially people on Social Security receive — that are rising faster

than that, health care is a big one."

But if COLA is calculated a different way, it could raise benefits and
overall Social Security spending, putting even more pressure on the
program's trust funds.

"If you want to increase the cost of living adjustments to use a different
measure of inflation, that actually makes it more expensive, makes the
financial challenges greater. It's a kind of complex set of tradeoffs,” he
added.

An option to saving Social Security could be raising the full retirement
age from 67 to 70.

"That would definitely make the solvency issue better.” Irwin tells On
The Money. "That's easy for people in white collar jobs, executives who
have jobs they can keep doing into their 60's and 70's to say."”

The other side, Irwin explains, is "if you're in @ more working class,
you're working with your hands. If you're a miner, a farmer doing
something that's more physically taxing, it's hard to keep working into

your 65 to 70's," he said.

The last time Social Security
raised from 65 to 67 and the
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